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Jobs Summit Policy Briefs: Introduction 

Debates are raging in society about the appropriate policy responses to South Africa’s deep socio-

economic crises: how to address the need for large-scale job creation, and at the same time make 

significant inroads into radically reducing unacceptably high levels of inequality and eliminating deep 

poverty. As we struggle to emerge from the era of state capture, it has become clear to most that 

unless these socio-economic challenges are addressed, it will not be possible for society to move 

forward, as the material conditions of the vast majority remain unchanged, or worsen.  

As the major social constituencies engage in the Presidential Jobs Summit today, South Africans face 

fundamental choices about the path we choose to emerge from this difficult period. Ideas about how 

to do this are being raised in the public domain, but some of the discussion thus far has unfortunately 

been relatively limited and superficial. 

We hope these policy briefs, drafted mainly in August this year, in preparation for the Presidential Jobs 

Summit, lay the basis for a deeper conversation on these issues. 

The need for a fiscal stimulus to break the cycle of economic stagnation we are currently trapped in, 

has correctly been placed on the national agenda. However there is little understanding of what would 

constitute a meaningful stimulus that would make a real impact, and how this relates to the need for 

a fundamental reconsideration of the macroeconomic policies in place, which constrain the economy 

and limit job creation. The imposition of economic austerity – the current thrust of our fiscal, tax and 

monetary policies – contradicts the stated objectives of an economic stimulus; both policy stances 

can’t coexist. Policy briefs on macroeconomic, taxation and monetary policies propose an alternative 

paradigm. 

Similarly, any discussion about jobs and development has to consider the issues of financing of the 

major interventions required to kick-start and sustain a new agenda for growth and development. The 

policy briefs inter alia on the financial sector, taxation and reorienting development finance 

institutions (DFIs) advance some concrete proposals as to how this can be done. 

The development of industrial and financial sector policies which actively promote employment in the 

real economy is a major ongoing debate in South Africa. The policy briefs on economic sector 

interventions consider ways to reorient the financial sector and DFIs to play a stronger role in job 

creation, and consider proposals for employment strategies in a variety of sectors. This is 

complemented by a discussion on the impact of land reform on jobs. Policy briefs on the informal 

economy and small and medium businesses look at how jobs in these sectors can be increased, and 

their quality improved. A policy brief on skills and training argues for a less ideological approach than 

the one that sees skills as a panacea to all our problems, and looks at practical proposals to make the 

education and skills system work better. 

A set of policy briefs specifically looks at proposals for green jobs or climate-smart economic 

interventions which promote a transition to a low-carbon economy, while limiting negative impacts 

on existing jobs and unlocking new jobs possibilities. The use of state levers for industrial strategy, 

such as state procurement, and some ideas for promoting regional trade, are briefly considered. 

Debates are currently raging about public service employment. A policy brief shows that there are deep 

misconceptions about the notion of a ‘bloated public service’, and proposes a practical approach to 

filling shortages in key public service delivery posts, and reorienting elements of the public service 
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from top-heavy bureaucracy to delivery. Another brief also looks at the notion of the state as employer 

of last resort, in the context of our deep unemployment challenge, and considers proposals for an 

employment guarantee scheme, or alternatively a work-seekers grant. 

Finally while the major challenge of low paid work is partly being addressed through the introduction 

of a national minimum wage, a policy brief on addressing wage inequality looks at how to reconfigure 

the apartheid wage structure, and reduce the massive inequalities in our workplaces. 

The policy briefs contained in this document were commissioned by the NEDLAC Labour Constituency 

in preparation for the Presidential Jobs Summit. The policy briefs were coordinated by the Institute for 

Economic Justice (IEJ) to identify and advance well-researched and compelling proposals aimed to 

make a substantial impact on South Africa’s unemployment problem. 

The briefs focus on issues where Labour felt they needed concrete policy proposals to consider for its 

negotiators in the Summit. They do not, however, constitute the formal positions of Labour, although 

they draw on Labour’s policy perspectives and were provided to help inform their negotiators in the 

various task teams. 

The IEJ was privileged to have some of the top experts agree to work with us in drafting the identified 

briefs. We appreciate the hard work of these experts who are acknowledged within each brief as 

collaborators. The request to the IEJ for this research was formally made only about a month prior to 

the Jobs Summit negotiations commencing. Given the short timeframes, and the large scope of the 

research required, the IEJ was not able to undertake detailed internal research on each area and 

deeply interrogate every proposal made by the experts we collaborated with. These briefs are 

therefore put forward for discussion, and are not necessarily the formal positions of the IEJ.  

The briefs are arranged according to the five streams, or task teams of the Job Summit negotiations: 

Stream 1- Economic Sector Interventions; Stream 2- Inclusive Growth; Stream 3- Small and Micro-

Enterprise Support; Stream 4- Public and Social Programmes; Stream 5- Skills and Education. 

While this is a long document, the policy briefs themselves are quite focused, and concentrate on 

concrete policy proposals. We have decided to release them in full because of the important issues 

raised, and the interest shown. We will also release a brief cross-cutting analysis of the proposals, and 

the relationship for example, between macro economic policies which promote domestic resource 

mobilisation, and proposals for funding a range of interventions. The ideas contained here, together 

with many other valuable ideas being advanced in society, could lay the basis for an alternative 

package which pursues a very different agenda and logic from the current path, which is unable to 

break the negative socio-economic spiral we are trapped in. 

Given the short timeframes for negotiations, it would have been unrealistic to think that many of the 

difficult issues raised here would be discussed and resolved before the Summit. Therefore they remain 

important issues for ongoing debate and engagement beyond the Jobs Summit. We would welcome 

comments and further engagement on the issues raised. 

Neil Coleman and Gilad Isaacs  

Institute for Economic Justice Co-directors 

 

4 October 2018  
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Stream 1, Policy Brief 1: Financial Sector  

Policy brief submitted to the Labour Caucus in the Jobs Summit Economic Sector Interventions working 

group by the Institute for Economic Justice (IEJ). 

  

Stream:   Economic Sector Interventions Stream, brief 1 

IEJ Collaborator: Gilad Isaacs 

   Institute for Economic Justice 

 

1. Nature of the problem 

The South African financial sector has seen significant expansion over the last two decades and finance 

has come to play a more important role in the economy and the lives of South Africans. This is 

witnessed in: the growth rate of the financial sector’s GVA and capital stock that well exceeds GDP 

growth rates; the volume of debt in the economy; employment in the financial sector; the local and 

international trading of rand assets; large appreciation on the JSE; indebtedness of households; and 

the increasing role of non-financial corporates in financial markets, amongst other indicators.  

Despite this, the extent to which the expansion of finance has had a beneficial jobs-enhancing impact 

on the South African economy is questionable.  

Some potential reasons why include: the channelling of funds away from real fixed investment and 

into financial markets and financial products; the negative role of short-term capital flows; volatility 

and appreciation in asset prices; over-indebtedness; a funnelling of highly skilled individuals (such as 

engineers) into the financial sector; facilitating capital flight; and a reinforcing the existing growth path.  

2. Previous agreements by social partners to address the issue 

Financialisation has not been adequately addressed by the social partners together or separately.  

3. Proposals 

There is a growing body of international evidence (including from the IMF) that “too much finance” is 

bad for the economy. There is also strong evidence that the expansion of finance in the ways described 

above (“financialisation”) reduces investment in the real economy, and exacerbates poverty and 

inequality.  

Few of the measures below have been implemented in South Africa and less-binding approaches, such 

as via the Financial Services Charter, have failed. Many of these measures have however been 

experimented with internationally or were common practice in the post-war period.  

The proposal includes: 

1. Shift patterns of bank lending (we have witnessed a fall in lending – as a share of total loans 
and deposits – to non-financial corporations by the major banks) 

a. Impose lending requirements on the major banks 

b. Support a more diverse banking sector, including local and cooperative banks 

c. Cap user fees 
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d. Further limit the financial market investment activities of commercial banks 

2. Make finance cheaper 

a. Reduce the interest rate spread (which is very high in South Africa), if necessary via 
offering state-financed lending to create competition in the market 

b. Reduce the cost of lending from quasi-state financing institutions such as the 
Industrial Development Corporation (IDC) and Development Bank of Southern Africa 
(DBSA) through government funding (or government-backed funding) and strengthen 
their developmental mandate (see Policy Brief 1.4: Reorienting DFIs to Play a Stronger 
Role in Job Creation) 

3. Stabilise financial flows 

a. Implement limited capital controls (such as minimum stay requirements) and reduce 
interest rates to reduce short-term speculative flows 

i. Straightforward taxes or withholding taxes on transactions, foreign 

borrowing, and foreign investment in local bonds (for example, Brazil in 2009–

12 and Thailand in 2010) – taxes on targeted types of capital flows 

ii. One important tax is a “Tobin tax” – a tax imposed on financial transactions 

iii. Controls on swap and forward-cover transactions (for example, Indonesia, 

Malaysia, and the Philippines in the early 1990s) – limits speculative trading 

of rand assets 

iv. Minimum offshore borrowing or holding periods (for example, Indonesia in 

2010 and Thailand in 1996) – limit short-term offshoring borrowing by banks 

that is often channelled into asset markets. 

v. Unremunerated reserve requirements (URR) on investments of less than a 

minimum holding period and higher reserve requirements for foreign 

currency liabilities (for example, Chile in 1991–98 and Peru recently) – 

compulsory non-interest-bearing deposit in foreign currency to be lodged 

with the Central  Bank for a set period (e.g. one year) in an amount 

proportional to the size of the inflow so that the additional cost discourages 

external financing entering through identified channels covered by the 

mechanism 

vi. Limit use of “sterilisation” of capital flows as this bears significant fiscal costs 

and further encourages short-term capital inflows 

b. Encourage greenfield FDI through various state incentives 

c. Make South African government bonds lends less attractive as targets of carry trade 
by lowering interest rates 

d. Curtail capital flight and tax evasion through stricter controls and oversight (see Policy 
Brief 2.3: Tax) 

4. Reduce incentives for the focus on “shareholder value maximisation” to mean inflating stock 
prices and distributing dividends so that these funds can be used for long-term investment 

a. Restrict the use of share (and other) incentives as components of executive pay 

b. Provide tax incentives for spending on labour costs 

c. Ban share buybacks 

d. Increase capital gains and other wealth taxes, including by instituting a net wealth tax 
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e. Encourage shareholder activism, particularly via union investment funds and the 
Public Investment Fund (PIC) to ensure that decisions taken by firms channel funds 
towards long-term investment in the economy 

 

4. Jobs impact 

The proposals above argue that through various regulatory means finance can play a pro-active role 

in expanding the economy, in particular sectors of the economy that can be labour absorbing.  

The proposals could also have dynamic effects on the economy, stimulating GDP growth, and help shift 

the economy away from a highly concentrated, capital intensive, monopolistic, mineral and finance 

centric growth path.  

5. Financing and sources  

Most of the policies above would require changes to government legislation or regulations. Certain 

direct financing, for example capitalisation of the IDC, would require direct state support (see Policy 

Briefs 1.4: Reorienting DFIs to Play a Stronger Role in Job Creation; 2.3: Tax; 2.4: Macroeconomic; 2.4a: 

Monetary for financing options).  

6. Role of state institutions and social partners  

The above approaches would need to be undertaken through government regulation. However, the 

business sector has a role to play in finding ways in which finance is channelled towards productive, 

growth-enhancing activities. Labour, and labour investment funds, can play an important role by 

exercising oversight over the decisions of companies within which they invest; such funds could also 

be used to start local and cooperative banks focused on affordable credit and productive investment. 

The PIC can also play an important role as an activist investor.  
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Stream 1, Policy Brief 2: Reorienting DFIs to Play a Stronger 
Role in Job Creation 

Policy brief submitted to the Labour Caucus in the Jobs Summit Economic Sector Interventions working 

group by the Institute for Economic Justice (IEJ). 

Stream:   Economic Sector Interventions Stream, brief 2 

IEJ Collaborator: Natalya Naqvi 

 

 

1. Problem statement  

Despite its large size relative to other emerging markets, the South African financial sector does not 

do a good job of funding productive investment in labour intensive manufacturing sectors, because 

these sectors are often high risk, and offer relatively low short-term profit opportunities. Since the 

private financial sector can rarely finance such developmentally important sectors on its own, publicly 

owned development finance institutions (DFIs) continue to fill these gaps in both industrialised and 

developing economies including Germany, France, Japan, Korea, China, Brazil and India. They have 

historically done this in a number of ways, including through providing subsidised long-term loans to 

priority sectors, or taking equity stakes in companies in order to influence them to make more 

productive investment decisions. These institutions can play a complementary role to private finance, 

precisely because they are not constrained by profit motives, and are able to take greater risk than 

private banks due to their public backing. 

While South Africa has a number of DFIs (the largest are IDC and DBSA) these are small in size relative 

to comparator countries1, and cannot play a strongly developmental role due to their funding models. 

Unlike in other developing countries, South African DFIs do not receive a stable source of low-cost 

government funding, which forces them to adhere to commercial principles in order to raise finance 

from private investors, and constrains the degree to which they can engage in developmental activities 

- which by definition are usually not profitable in the short term. 

For example, the IDC relies mainly on domestic capital markets and bank loans, which increase in cost 

if IDC takes on greater risk, or on the international financial institutions, which can attach 

conditionalities to their loans. As a result, IDC is limited in the extent of subsidy it can offer. In some 

cases, its loans can be even more expensive than those of private commercial banks2, which fund 

themselves through deposits – a relatively cheaper funding source. 

South Africa is also the only emerging market country that does not have an export-import (EXIM) 

bank. EXIM banks are a key tool used to boost the competitiveness of exports through provision of 

various forms of direct financing to foreign buyers when commercial loans are unavailable, or by 

                                                             

1 The combined assets of IDC and DBSA amount to just over 5% of GDP. The assets of the Chinese CDB, and 
Brazilian BNDES alone come up to about 14% and 16% of GDP respectively, while the German KfW is even larger 
with assets of about 17% of GDP. 
2 IDC manages to give some loans at preferential interest rates by cross-subsidising these loans with profits on 
other parts of their loan book.  
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guaranteeing and therefore reducing the cost of commercial loans. They are especially important for 

‘big-ticket’ exports (in sectors such as capital equipment, including agricultural and mining equipment, 

and infrastructure) where the sheer scale of finance required means that private banks have difficulty 

in taking on the risk by themselves. South African capital equipment exports to other African countries 

suffer in particular. When exporting to industrialised economies, South African capital equipment 

exporters can access trade finance through the importing countries’ EXIM bank, but when exporting 

to less developed African countries, which do not have their own EXIM banks, South African exporters 

lose deals to China and Brazil because they cannot compete on trade finance provision. 

All of this means that although DFIs play a valuable role given their resource constraints, having 

managed to finance a small number of developmental projects that private banks would not take on 

through cross-subsidisation from their more profitable investments, and having somewhat increased 

their lending in the wake of the 2008 crisis, they cannot fulfil their developmental mandate to full 

potential under the current funding model.  

In order for the DFIs to play a role that is sufficiently developmental to meet the massive challenges 

facing the South African economy, IDC and DBSA need to be scaled up, given a government guarantee, 

and stable, low-cost source of funding, so that they are no longer beholden to commercial 

performance criteria. Furthermore, an EXIM bank should be established, either within an existing DFI, 

or as an independent entity.   

 

2. Jobs impact 

The sectors that suffer the most from gaps in private finance provision are also employment creating 

sectors, since they involve domestic manufacturing production. These include capital equipment 

exports, automobile subcomponents, mining equipment, metals and engineering, and textiles, and 

small and medium size businesses, among others. Mitigating financial constraints in these sectors 

through DFIs should therefore contribute to job creation. It should however be noted that provision 

of DFI finance by itself will not be sufficient to solve all the problems facing these sectors. Instead, DFI 

finance has to be part of a coherent overall industrial policy that covers both creating demand, and 

facilitating investment. 

 

3. Proposals 

The proposal includes: 

1. Recapitalise IDC and DBSA with public funds so that they can increase their loan volume. 

2. Grant IDC and DBSA a stable, low-cost, long-term funding line, either directly as a budgetary 
allocation to the relevant ministry, or funded from tax sources, so that they can fulfil their 
developmental mandate free from short-term commercial pressures. 

3. Set ambitious developmental targets for IDC and DBSA to complement overall industrial 
policies made by the DTI. 

4. IDC to target labour intensive, high value added sectors which might have high risk, and low 
profitability, rather than lower-risk sectors that are already commercially viable and receiving 
private bank finance. Examples include export oriented capital equipment, metals 
beneficiation, and automotive components, among others. 
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5. IDC to use its equity portfolio strategically to influence the investment decisions of large firms 
along the lines of the BNDES model, rather than investing in equities merely to boost its 
balance sheet.  

6. Enforce strict local contents requirements on IDC loans for the purchase of capital goods in 
order to create domestic demand. 

7. Establish an EXIM bank, either within IDC or DBSA, or as an independent entity, reporting to 
either DTI or EDD. 

 
4. Existing initiatives/experience 

In the wake of the 2007/09 global financial crises there has emerged increased support world wide for 

DFIs (known internationally as national development banks,) as the problems of a purely private 

financial sector became more evident. International institutions like the World Bank and G24 now 

recognise the need for DFIs, and even the European Union (EU) has supported the establishment of 

DFIs in member states as part of the Juncker investment plan.  Amongst industrialised economies, the 

German KfW is the largest development bank in the world, relative to GDP. The most successful 

developing economies, including China, Brazil, and India all have large DFIs which play an important 

role in financing industrial policy both domestically and abroad.  

EXIM banks in particular have taken on a renewed strategic importance during the 2008 crisis, with 

every major economy increasing countercyclical public provision to make up for the dramatic 

contraction in private bank trade finance. China, Brazil, India, and Russia in particular have massively 

expanded the scale of their EXIM banks since the early 2000s3, in order to break out of the ‘middle 

income trap’ by using export finance to aid the transition from exporting consumer to capital goods. 

An appropriate funding model for South African DFIs is that of the Brazilian BNDES. While BNDES 

received direct treasury loans after the 2008 crisis, to enable its massive countercyclical stimulus, it 

has historically relied on the FAT fund, a tax on employers, and other sources from the tax base that 

guaranteed it a stable, low cost, and long-term source of funds. 

This funding model enabled BNDES it to carry out its developmental mandate free of short-term 

commercial pressures. In addition to providing nearly all long-term credit in the economy, its 

developmental activities include a number of special programs for priority sectors, as well as flagship 

programs like promotion of the domestic capital goods sector by providing subsidised loans to other 

sectors for the purchase of capital goods, with a 60% domestic content requirement. This helped 

create a market for the domestic machinery and engineering sectors to sell their products. Through its 

subsidiary BNDESPAR, BNDES also takes equity stakes in large Brazilian companies in order to exert 

influence on firms’ investment decisions to steer them in line with industrial policy priorities. 

Within South Africa, concerns about DFIs being unable to fulfil their developmental mandate due to 

commercial pressures have been raised repeatedly at various ANC conferences and previous job 

summits. Although the ANC has agreed in principle that DFIs are an important tool of industrial policy, 

                                                             

3 Since 2000 export credit from BRICS countries has surged from 3% to 40% of the world total. China is now the 
world’s largest provider of export credit, having supplied US$ 58bn in medium and long term export support in 
2014 alone. 
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and need public funding in order to be effective, these measures have never been implemented due 

to perceived fiscal constraints. 

 

5. Constituency participation in implementation 

Any increase in DFI capitalisation or budgets would need to be approved by the National Treasury, and 

administered by EDD or DTI. Business associations (such as Manufacturing Circle, NACAAM, SACEEC) 

and industrial labour unions (such as NUMSA, SACWTU) in the relevant sectors have an important role 

to play in identifying specific sectors and areas where private banks fail to provide adequate finance, 

at reasonable cost. 

 

6. Benefits 

Labour would benefit through support to job creating sectors including but not limited to export 

oriented capital equipment, metals beneficiation, and automotive components, and textiles. 

Manufacturing subsectors with domestic production, and small and medium size businesses that have 

difficulties in accessing private finance at favourable terms would benefit from a reduced cost of 

finance, which would enable them to increase investment. Local contents requirements for accessing 

IDC finance could create demand for domestically produced capital/intermediate goods (if enforced 

strictly), further benefitting the sector. An EXIM bank would expand available export markets, 

increasing productivity through enabling economies of scale in export-oriented sectors. This would 

also help mitigate balance of payments problems. 

In the longer run, DFIs that facilitate productive investments would also have fiscal benefits. 

 

7. Cost and potential sources of funding 

Two potential models of increasing funding are outlined below. One involves recapitalising and funding 

DFIs through government borrowing, and the other through a direct tax. By themselves, neither may 

be sufficient, so a combination of both, along the lines of the Brazilian model, is recommended.   
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Group Anticipated costs  Potential sources of funding 

to implement the project 

Time 

frame 

for 

impact 

Taxpayers In order to fund capitalisations/budgetary 

allocations to the DFIs the government 

would either have to borrow more in the 

short term, or tax would have to be 

increased. If taxation is progressive this is 

not a problem. It should also be noted that 

long term fiscal benefits have the potential 

to outweigh short term fiscal costs 

Funds allocated to IDC/DBSA 

through an increase in the 

budget (rather than a 

reallocation of existing funds 

within the given budget) 

On-

going 

Large 

corporates 

Under this funding model the costs would 

be more directly borne by the corporate 

sector  

Alternatively DFIs could be 

funded through a special tax 

on employers along the lines 

of the Brazilian model 

On-

going 

 

8. Risks 

The main risk is a ratings downgrade and loss of domestic and foreign investor confidence as a result 

of increased short-term fiscal costs. Domestic investors might refuse to lend to the DFIs, but if they 

are receiving government funding this should not be a problem in any case.  

The government would carry some fiscal risk from guaranteeing IDC and DBSA lending.  

 

9. Risk mitigation 

While the proposed changes to DFIs might result in short-term fiscal costs, these need to be weighed 

against longer-term fiscal benefits. Because DFI loans are channelled to productive investments, they 

are expected to increase GDP growth and tax revenue in the medium to long term which would 

improve debt to GDP ratios. DFI lending would also reduce unemployment, which is a drain on the 

fiscus. Short-termist thinking focusing myopically on fiscal costs traps the economy in a vicious circle 

where it cannot borrow to make the requisite investments for future growth. This further increases 

the debt burden down the line. It has now been recognised in the EU that fiscal austerity, ostensibly 

to reduce debt burdens has in fact resulted in increased debt to GDP ratios in the longer term because 

of its negative effect on GDP. For this reason, in many countries such as Germany, DFI lending is not 

counted towards the gross national debt, nor towards the 3% deficit to GDP ratio Maastricht target 

according to European statistical conventions. 
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Stream 1, Policy Brief 3: Sector Strategies for Employment 

Creation4 

Policy brief submitted to the Labour Caucus in the Jobs Summit Economic Sector Interventions working 

group by the Institute for Economic Justice (IEJ). 

Stream:   Economic Sector Interventions Stream, brief 3 

IEJ Collaborator: Pamela Mondliwa and Jason Bell 

   Centre for Competition, Regulation and Economic Development 

 

1. Background 

Countries develop by changing the structure of the economy to move from sectors of low to high 
productivity and complexity and, within sectors, through upgrading to higher value-added activities. 
This is a process of structural transformation. South Africa has not made significant progress in 
transforming the structure of its economy and, by some measures, has in fact regressed. It has 
prematurely deindustrialised, with the contribution of manufacturing to GDP declining from 21% in 
1994 to 13% in 2016. Between 1994 and 2016 there has been net job losses of 237 413.5 This matters 
for a developing economy as, throughout history, manufacturing has been regarded as the main 
source of productivity growth and plays a key role in employment creation. Manufacturing is 
important due to its interdependencies with agriculture and mining, on the one hand, and services like 
engineering and design on the other.  

South Africa’s economy continues to be heavily reliant on minerals and resource-based industries, 
which together accounted for 60% of total merchandise exports in 2016. Diversified manufacturing 
sub-sectors (which excludes basic metals, petroleum and chemicals) have performed poorly over the 
last two and a half decades, with very few exceptions, such as motor vehicles. Most middle and upper-
middle income countries have continued to see industry leading overall growth, with high investment 
levels. This has profound effects on the ability to generate jobs and support livelihoods.  

The strong path dependency and lack of diversification of the economy is a result of a number of 
factors. First, it reflects the continued impact of historical support for resource-based sectors, 
including past provision of cheap energy. Second, macro policy allowed the exchange rate to 
strengthen in the 2000s during the commodity boom and this led to a huge increase in imports and 
hollowing out of local capabilities. Third, there has been a failure to save and invest a substantial 
portion of windfall earnings from resources. Fourth, cartels extracted rents through higher mark-ups. 
Fifth, state capture, as well as simply poor coordination and conflicting policies, have undermined 
attempts to support industrial capabilities. 

To grow employment, South Africa needs to have targeted interventions in diversified labour 
absorbing industries. This requires productive investments, upgrading capabilities and formulation of 
packages of interventions for key sectors. Important sectors identified by CCRED include mineral 
equipment supply chain, high value fruit, and plastics conversion. 

                                                             

4 The note draws on research conducted under the banner of the Industrial Development Think Tank (IDTT). IDTT 
is a partnership between CCRED, and SARChI Chair in Industrial Development and is supported by the DTI.  
5 Quantec employment data (formal and informal). 
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2.  Proposed sector interventions  

2.1 Metals, Machinery & Equipment6 

The Metals, Machinery and Equipment industries have seen a hollowing out of capabilities in the 
downstream, more diversified industries mainly as a result of failure to: a) manage resource earnings 
during the commodity boom years to ensure the exchange rate was not over-valued; and b) invest in 
downstream capabilities in labour absorbing activities. Various forms of continued support for the 
upstream basic metals sectors have also contributed to this trend. The sector has witnessed increasing 
import penetration, particularly in the machinery and equipment industries, though there are pockets 
where South Africa remains competitive, notably in mining equipment. The fragmentation of the state 
is also undermining industrialisation as illustrated by conflicting policies and lack of implementation in 
areas such as electricity prices, procurement and support for upstream heavy industries in basic metals 
at expense of downstream diversified manufacturers.  

Opportunities 

South Africa has established capabilities in machinery and equipment sector, especially for over and 
underground mineral equipment. Growth in machinery is labour-absorbing and thus targeted 
interventions to improve the competitiveness of these industries would unlock significant job creation. 
A regional strategy is required to realise growing SADC (excluding SA) demand. South Africa is well 
positioned to supply growing regional markets, however, has been losing competitiveness in key 
markets like Zambia. South Africa’s share of Zambian mineral processing imports declined from 77.5 
% in 2002 to 23.1% in 2017.  

Proposed Intervention 

The formulation of a regional strategy for machinery & equipment to develop regional clusters and to 
support the creation of a network of institutions for skills and technology sharing. Successful clusters 
include the Durban Chemicals Cluster whereby a cluster office was set-up that comprise of facilitators, 
experts (for example engineers), advisors and a SADC secretariat. The cluster should address the 
following challenges: 

• The lack of technical and artisanal skills. 

• The establishment of testing facilities and innovation hubs to ensure adherence to quality and 
technical standards. 

• Offering electricity prices for heavy-industry at developmental prices.  

• Utilising development finance through the introduction of a grant/rebate system to assist in the 
expansion and upgrading of current capabilities. 

• Optimisation of local procurement prioritising value-addition and beneficiation through thorough 
monitoring and evaluation at the firm-level. 

A sector strategy for improving competitiveness of machinery and equipment should also seek to 
leverage, and maximise the impact of existing initiatives such as: 

                                                             

6 Rustomjee, Z., Kaziboni, L. & Steuart, I., forthcoming, 2018. Structural transformation along metals, machinery 
and equipment value chain – developing capabilities in the metals and machinery segments. CCRED Working 
Paper. 
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• The SACEEC School of Excellence’s collaborations with the National Tooling Initiative Programme 
and GGDA to train and provide proper skills to artisans.  

• Existing industry clusters and association bodies including VAMCOSA (valves), SAPSDA (pumps), 
SAPC (pumps), SAMPEC (mineral processing), and MEMSA (underground equipment). 

• Proper implementation of Government’s developmental and structural transformation tools 
including the DTI Cluster Programme, procurement policies (NIPP, CSDP & PPPFA), development 
finance institutions, as well as technology support and benchmarking (TLUI). 

• Regional mining vision – regional local content, regional development fund, logistics and infant 
industry protection 

Impact on jobs 

Improved competitiveness and investment in expanded capacity to meet growing regional demand 
means the trade balance would, instead of deteriorating, improve by 30% from a deficit of $5 billion 
(R65 billion) to $3.5 billion (R45 billion) between 2018 and 2023.  Given estimated growth in demand 
for machinery and equipment in SADC including South Africa of around 4% pa, this means output 
growth of approximately 40% higher than in 2018.  Direct employment creation of 45,000 over three 
to five years (2023), with the multiplier meaning around 270,000 jobs being created in total. The 
impacts across electrical machinery and in the related value chains is substantially greater.   

 
2.2 Agriculture & Agro-processing7 

The opportunities  

There has been strong growth in global demand for fresh fruit and nuts. The fruit industry has potential 
to create significant jobs given that it is among the most labour-intensive areas in agriculture. Key 
challenges include phytosanitary measures and other standards, technical skills and capabilities and 
logistics.  
 
If South Africa can take advantage of the growth in global demand and grow exports of fruit, there is 
potential to create jobs. South Africa’s exports of fruit are growing at an average of 3% per annum 
over the past 5 years, in volume terms. If South Africa were to catch up with competitors such as Peru 
and Mexico growing at 15% and 8% respectively, 10% export growth per annum could be achieved 
over the next 5 years. South Africa’s local production is 7 million tonnes (based on 2016 figures). A 
10% per annum export growth plus additional 3% estimated growth from the local and regional 
growth, would increase production volumes by 44% in 2022.  
 
There are opportunities in high value fruits such as avocados and berries. Global demand for avocados 
has grown at an average of 14% p.a. between 2012 and 2017, that is in volume terms. Much of this 
growth is being driven by China, which is expected to more than double its demand in 2018. In the 
past six years from 2011 to 2017 Chinese imports have grown from practically zero to 32 100 tonnes. 
Yet South Africa’s exports over the same period have declined, partly due to the recent drought. Key 
issues that have led South Africa missing out on the opportunities in avocados include:  
 

• Limited market access and weak support.  

                                                             

7 Draws on Chisoro-Dube, S., das Nair, R., Nkhonjera, M. & Tempia, N., forthcoming, 2018. Structural 
transformation in agriculture and agro-processing value chains. CCRED Working Paper. 
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• South Africa’s avocado exports are mainly to Europe, with 67% going to the Netherlands for 
re-export to other EU countries and 20% going to the UK.  

• Another challenge particularly at the production level, is the limited capacity at the nurseries, 
which has resulted in waiting lists of up to two years. 

• The high levels of concentration in production of avocados and ownership of intellectual 
property of varietals by a handful of companies, limits scope for growth and inclusive 
participation. 

 
A package of interventions is necessary to unlock the opportunities in avocados and other high value 
fruits.  
 
Proposed interventions 
 
Setting up a cross-department task team, with external expert resources to champion the initiatives 
and address the challenges of coordination across government departments. 
 
Phytosanitary issues remain the biggest constraint for fresh fruit exports. Addressing phytosanitary 
issues requires additional capacity of qualified and competent staff in key institutions such as the 
Department of Agriculture, Forestry and Fisheries (DAFF) and the National Plant Protection 
Organisation. This will enable these institutions to effectively carry out their regulatory functions and 
services. 
 
Along with addressing capacity and competency issues, DAFF needs to implement online platforms 
developed by industry for growers’ certification and registration. The use of local digital platforms such 
as Phytclean and international platforms such as Provenance not only addresses challenges of relying 
on paper based and spreadsheet systems but improves access to markets. 
 
An important aspect of maintaining and negotiating markets requires technical skills and capabilities, 
through research and development activities. At present, industry conducts most of the research, 
which DAFF is not effectively utilising and in a timeous manner. It is therefore important to build 
structures and processes in DAFF to improve use of industry research and technical resources. 
 
With regard to market development and support, there are efforts from government to promote 
South African fruit in other markets. However, there is a mismatch between government programmes 
and industry priorities, with respect to funding and target markets. The cross-department task team 
should serve as a platform to improve consultations between government and industry in order to 
align funding and target markets. 
 
Complementary investments in transport infrastructure, particularly rail and logistics such as cold 
chain facilities and pack houses, are critical to ensuring the cost effective movement of fruits and a 
longer shelf life. Although there is progress on investments in rail, there are opportunities to expand 
services. 
  
These basic investments also support increased participation of emerging farmers along with training 
and skills development. A key focus area for skills development of black farmers should focus on export 
grower skills to facilitate their entry into high value export markets. There are existing initiatives such 
as the Grower Development Company under the Citrus Growers Association providing training to black 
farmers. 
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Estimated Impact on jobs 

The fruit industry employed around 300 000 people in 2015, both direct and indirect jobs. This is based 
on data from Fruit SA.  A 44% increase in production from 7 million tonnes in 2016 to 10.1 million 
tonnes in 2022, would create 130 000 additional jobs by 2022. The estimate is based on a shift in 
production to higher value and labour-intensive fruits. 

2.3 Plastics Conversion8 

The South African plastics conversion industry has been performing poorly in terms of trade 
performance, output, employment and investment. Between 2002 and 2016, the industry has 
experienced increasing levels of import penetration, a loss of competitiveness in export markets and 
has shed 16163 jobs.  
 
Proposed Interventions 
 
What is required is a package of interventions with commitment by all parties to an action plan, in 
which each contributes. This action plan must include improving the cost competitiveness of firms, 
higher levels of investment in skills and capital stock, and building local clusters to improve efficiencies 
across firms.  
 
Set up clusters for light manufacturing: The intervention required is for the DTI in partnership with 
the major metros to set up local clusters. This envisages a partnership between government and firms 
allowing for cost sharing. The expected outcomes of the cluster initiative include upgrading of the 
sector to world class production practices through shared learning and benchmarking, action on local 
challenges such as public transport and electricity, improved monitoring of quality standards at the 
cluster level, tool maintenance stations for cluster members and targeted training for members, and 
centralised databases for investment incentives and assistance with the application process. 
 
Address raw material pricing:  As it is by far the largest component of the cost of production, a 
reduction in relative polymer prices would make the biggest difference to competitiveness. SA has to 
use what it has as possible advantages. Possible policy/regulatory instruments to address polymer 
prices include: 
a) NERSA/DOE: DOE regulates the prices of fuel and the chemical feedstocks are produced as a by-

product of the fuel production process; however, prices of the chemical feedstock are not 
currently regulated. 

b) Mining licence conditions: DMR Clause 8 of standard mining licence states that pricing minerals 
and derivative products to be sold at competitive market prices, non-discriminatory prices. This 
is in line with the Tribunal remedy which effectively orders that local customers cannot be 
discriminated against compared to export customers. 

 
Increasing investment and upgrading of capital equipment is necessary to support improved 
productivity. This will require increased support from IDC and DTI through investment incentives and 
low interest loans. The focus of support should be on the sub-sectors that have been declining, and 

                                                             

8 Draws on Beare, M., Mondliwa, P., Robb, G. and Roberts, S. 2014. Report for the Plastics Conversion Industry 
Strategy.  Research report prepared for the Department of Trade and Industry. 
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tradables in particular, rather than packaging where the majority of support is flowing at present and 
which is relatively less traded. There is also a need to offer in-house services to assist applicants with 
application process/simplify the application process. Firms receiving incentives and development 
finance should participate in upgrading initiatives. 
 
A task team to review the skills needs of the different sub-sectors with engagement with sector. Once 
the needs have been identified, then the task team should design appropriate modules to be taught 
at universities of technology and FET colleges as part of the development of standardized curricula. 
This should include learning from other sectors such as capital equipment where such updated training 
programmes have recently been done, as well as learning from international best practice.  
 
Integration of plastics strategies with other industry initiatives. Demand for plastics is also influenced 
by policy in other areas such as local procurement, trade policy and other sectoral interventions. 
Plastic is an input into many other products and, as such demand growth in these areas will lead to 
increased demand for plastics. Key sources of demand growth are agro-processing, construction, light 
manufacturing and consumer durables (homeware, white goods etc).  The plastics strategy should be 
integrated with initiatives in other sectors where plastics is a key component, such as automotive and 
agriculture applications.  
 
In terms of trade policy in particular, the 10% duty on perspex should be removed as a matter of 
urgency, and going forward, care should be taken when negotiating new trade agreements that 
plastics is not put under any further pressure from foreign imports. The plastics sector should be 
exempted from further reduction in import tariffs and free trade agreement negotiations. The industry 
should ensure that it is represented in key Nedlac processes in relation to trade. 
 
Eskom offering developmental prices to medium technology, labour absorbing industries that are 
electricity intensive such as plastics. 
 
Other actions that are required to support the sector are the appropriate enforcement of product 
quality standards on imports and the review of the preferential procurement policy to ensure that 
plastics convertors’ potential are fully recognized. 
 
Impact on Jobs  

If the local plastics industry was to ‘recapture’ the share lost to imports and take account of the growth 
in market demand from the region, then this implies an increase in output of approximately 35% and 
would stem the tide of job losses.  

If the local plastics industry was to grow at the same levels as between 1994 and 2002 (6% CAGR), 
then by 2024 this would imply output approximately four times what it was in 2013 (not such a big 
increase when the low capacity utilisation in many firms is taken into account) and an increase in 
employment of just over 40 000. This is based on dynamic growth including substantially improved 
export performance which is what South Africa should be achieving in plastic products as a middle-
income industrial economy. 
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Stream 1, Policy Brief 4: Automotive Manufacturing and 

Employment in South Africa 

Policy brief submitted to the Labour Caucus in the Jobs Summit Economic Sector Interventions working 

group by the Institute for Economic Justice (IEJ). 

  

Stream:   Economic Sector Interventions Stream, brief 4 

IEJ Collaborator: Alex Mohubetswane Mashilo 

 

 

The automotive manufacturing industry in South Africa has enjoyed government support in the form 
of incentives offered under the Motor Industry Development Programme (MIDP), adopted in 
September 1995, and the Automotive Production Development Programme (APDP), which replaced 
the MIDP in January 2013.  The MIDP and the APDP also offered the automotive manufacturing 
industry relative protection compared to the sectors that were virtually ruined by the neoliberal shock 
therapy that was imposed under the economic policy of Growth, Employment and Redistribution 
starting in 1996.  
 
The incentives provided by government to companies in the automotive manufacturing industry under 
the MIDP and the APDP contributed to their economic upgrading in the form mainly of process 
upgrading. These include investment incentives, and in other words also contributed to increased 
automation and robotisation of production. Economic upgrading by the automotive manufacturing 
industry companies was coupled with the adoption of more efficient methods of work and ways of 
organising and co-ordinating production. The companies increasingly adopted new production 
systems mainly decided by their respective global headquarters as they functionally integrated their 
worldwide operations.    
  
All major original equipment manufacturers (OEMs) in the automotive industry in South Africa are 
foreign-controlled multinational corporations (MNCs). At least 75 per cent of first tier suppliers are 
also foreign-controlled MNCs. What this means is that these companies expatriate the social surplus 
created in the industry in the form of profits to their respective headquartered countries. How much 
of the value created in the industry remains in South Africa in the form of non-wage income other than 
income tax has not been rigorously unpacked and problematised vis-à-vis expatriated profits.  
 
The vehicle assembly sector has achieved growth in production output from 388 442 complete built 
up (CBU) vehicles in 1995 to a peak of 652 965 CBU vehicles in 2008. Production fell after the 2008 
peak due to the global economic crises that erupted during that period. However, production has since 
recovered. It has reached a new peak of 615 658 CBU vehicles in 2015. Despite this growth in output 
the assembly sector has not created new direct jobs since 1995. It has, on the contrary, reduced direct 
employment by 8 600 jobs from 38 600 jobs in 1995 to 3 000 jobs in 2017. This can be attributed to 
increased productivity as a result of process upgrading. Accordingly, output per workers in the 
assembly sector has doubled from an average of 10 CBU vehicles in 1995 to an average of 20 CBU 
vehicles in 2014.  
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Employment in components manufacturing sector, which is host to most of the manufacturing jobs in 
the industry, has not grown substantively.  The calculated relative gain, meaning an average of year-
on-year employment changes in the components manufacturing sector from 1995 to 2017 is a mere 
1.41 per cent. The vehicle assembly sector’s relative employment change for the same period is 
approximately negative 1 per cent. These figures are based on annual employment changes that 
occurred from 1995 with the base employment of 60 800 in the components manufacturing sector 
and that of 38 600 for the same year in the vehicle assembly sector, and the employment level of 
80 000 in the components manufacturing sector and that of 30 000 in the vehicle assembly sector in 
2017 as the outer year of the changes. The total employment level in the automotive manufacturing 
industry was therefore 99 400 in 1995 and 110 000 in 2017.  The aggregate relative change, with both 
the assembly sector and components sector combined is a marginal gain of 0.6 per cent from 1995 as 
the base year to 2017 as the outer year. In the ultimate analysis, the difference, which was created in 
the components manufacturing sector, is therefore 10 600 jobs. 
 
The gain in employment in the automotive manufacturing industry is therefore very minimal, judged 
from the point of view of the support that the industry enjoys from the state. According to a survey 
conducted by the Department of Trade and Industry (DTI), profit by light vehicle assemblers was 6.695 
billion in rand value terms in 1995. This grew to a peak of 11.272 billion in rand value terms in 2011 
and thereafter slightly declined to 10.347 billion in rand value terms in 2016. General Motors exited 
manufacturing in South Africa. It therefore makes sense that the company contributed to the profit 
decline.  
 
There is a potential to grow employment in the automotive manufacturing industry. This does not 
depend on the status quo. It depends on good industrial policy choices from the review of the APDP, 
which will run out in 2020. The structure of production, represented by the manufacturing value 
addition (MVA) in the automotive industry reveals one of the problems of the status quo. Table 1 
below indicates the levels of MVA, defined as sales less material costs, for models under production 
in South Africa from 2013 to 2016, according to a survey conducted by the DTI. 
 

Table 1: MVA for models under production in South Africa 

Year 2013 2014 2015 2016 

MVA 36% 38% 40% 37.4% 

 
These levels of MVA are very low. What this suggests is that automotive OEMs are incentivised by and 
large for assembly operations for CBU vehicles involving a significant content of imported MVA and 
therefore components and parts. Figure 1 reflects a comparison of original equipment (OE) domestic 
components and import purchases by OEMs, as was designed based on data obtained from the 
findings of a survey conducted by the DTI.  
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Figure 1: OE components imports and domestic purchases by OEMs 

 
What Figure 1 shows is that imported OE components purchases by OEMs were higher than domestic 
OE components purchases for the period 2006 to 2016. The average for OE components imports 
purchases by light vehicle assemblers for the decade 2006 to 2016 is 38.18 billion in rand value terms 
while that of domestic OE components purchases is lower at R26.26 billion.  
 
What is the way forward for employment growth in the automotive manufacturing industry?  
 

1. The automotive components manufacturing sector is host to most employment in the 
automotive manufacturing industry. It also has a greater potential for employment growth 
relative to the vehicle assembly sector. However, given that the automotive components 
manufacturing sector is a supplier of vehicle components to the automotive assembly sector, 
growth in domestic components manufacturing necessarily requires increased and therefore 
higher CBU vehicles volumes in the vehicle assembly sector. This means that the domestic 
production of the CBU vehicles must be based on increased sourcing of domestically 
manufactured OE components compared to imports. Increased exports of domestically 
manufactured OE components, as well as those of domestically produced CBU vehicles, will 
also have a positive spinoff for employment growth – provided the volumes are sufficient to 
that end.  
 

2. Therefore the review of the APDP, which will run out in 2020, should result in a stronger focus 
on deepening the development of the components manufacturing sector across all tiers (tiers 
1-3). In order to support this industrialisation objective, the new programme – the automotive 
master plan should set targets for increased production localisation underpinned by increased 
domestic MVA targets both in the components manufacturing sector for components and the 
vehicle assembly sector for CBU vehicles.  
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3. This would require the incentives under the automotive master plan, which will replace the 
APDP in 2020, to be strictly tied to localisation and MVA requirements and targets for both 
components and CBU vehicles directly linked to employment growth. The targets must be 
sufficient to at least double overall automotive manufacturing industry employment from the 
current 110 000. While most of the employment will more likely be generated in the 
components manufacturing sector, but adequately supported, the vehicle assembly sector 
should also contribute to the required employment growth particularly through increased 
volumes, domestic value addition and sourcing of domestically manufactured OE components 
but as well as supplier parts and accessories.    

 
4. The target for CBU vehicles under the MIDP-APDP was 1.2 million per annum by 2020. It is 

clear that this has failed.  Therefore the review of the APDP should result in increased targets 

on volumes to reach and exceed the target. This means that the incentives should encourage 

a high volume production based on increased domestic value addition and therefore a higher 

domestic MVA of models under production than imports.  

 

5. There needs to be market regulation with regard to imports. No vehicle imports should be 

allowed without a minimum number of accessible vehicle service and maintenance centres as 

well as parts retail across the country. At present, the importers are not making any 

contribution to the development of the domestic components manufacturing sector. The 

importers should therefore also be required to contribute to the development of the domestic 

components manufacturing sector through the sourcing of domestically manufactured 

supplier parts.  This will require setting up domestic manufacturing or contracting domestic 

components manufactures to produce the replacement parts and accessories.   

 

6. At present, vehicles with an engine capacity of 1 000 cubic centimetres from the EU are 

imported in South Africa duty free. The continuation of this practice will undermine the 

development of the automotive production in South Africa, and must therefore be scrapped. 

In other words all imported vehicles, regardless of their engine capacity, must be subject to 

the import duties that were set under the APDP and which level of import duties must be 

maintained beyond 2020.  

 

7. The above proposal should be used to encourage the production of cheaper entry-level 

vehicles to reclaim the domestic market space from imports but as well as to build export 

capacity in this market segment.   

 

8. Last but not least, there has been little if any skills transfer, in particular with regard to 

components and vehicle innovation, research and development (R&D). This has to be 

corrected and funding must be made available for innovation and R&D to develop South 

African made component and vehicle brands. What this means is that South Africa must 

functionally upgrade from being a mere host of the assembly of foreign controlled brands to 

a domestic product and process developer and manufacturer.     
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Stream 1, Policy Brief 5: The Role of South African 
Supermarket Chains in Developing Capabilities and Driving 

Greater Intra-Regional Trade 
Policy brief submitted to the Labour Caucus in the Jobs Summit Economic Sector Interventions working 

group by the Institute for Economic Justice (IEJ).  

Stream:   Economic Sector Interventions Stream, brief 5 

IEJ Collaborator: Reena Das Nair  

Centre for Competition, Regulation and Economic Development, University of 

Johannesburg 

 

Note: This policy brief highlights the role that South African businesses can play in developing the 

capabilities of farmers, agro-processors and light manufacturers in southern Africa, using the 

example of the growing store network of South African supermarket chains in the region. This has the 

potential to contribute to industrialising the region and contribute to job creation. 

The brief draws from extensive research undertaken by the Centre for Competition, Regulation and 

Economic Development (CCRED) at the University of Johannesburg on the implications of the spread 

of supermarkets in the region.9 

 

1. The potential of supermarket chains to spur regional development 

Countries in the SADC region have experienced strong growth in the number and spread of modern 

retailers, supermarkets in particular, over the past two decades. As supermarket chains expand their 

networks within and across countries, they are increasingly penetrating rural and peri-urban areas, 

moving away from just serving the traditional, affluent consumers in urban areas. 

This spread of supermarkets is important for consumers and suppliers alike. Competition between 

supermarkets impacts on the pricing, quality, access and choice of products and services to 

consumers. The conduct of supermarkets also has a crucial impact on suppliers as key and growing 

routes to market for them. For suppliers in the region, such as farmers, agro-processors and light 

manufacturers, the growing network of supermarkets provides opportunities for greater 

participation in regional value chains. This, in turn, allows suppliers to build scale and develop 

                                                             

9 das Nair, R., Chisoro-Dube, S., and F. Ziba (2018). The implications for suppliers of the spread of supermarkets in 

southern Africa. Development Southern Africa. 
https://www.tandfonline.com/doi/full/10.1080/0376835X.2018.1452715; 
das Nair, R. (2017). The internationalisation of supermarkets and the nature of competitive rivalry in retailing in southern 
Africa. Development Southern Africa. https://www.tandfonline.com/doi/abs/10.1080/0376835X.2017.1390440; 
das Nair, R. and Dube, S.C. (2015), ‘Competition, barriers to entry and inclusive growth: Case study on Fruit and Veg City, 
CCRED Working Paper 2015/9; UNU-WIDER working papers: das Nair, R. and  Chisoro, S. (2017), ‘The expansion of regional 
supermarket chains: Implications on suppliers in Botswana and South Africa’; das Nair, R. and Chisoro, S. (2016) ‘The 
expansion of regional supermarket chains and implications for local suppliers’, available at 
https://www.competition.org.za/regional-value-chains/ 

https://www.tandfonline.com/doi/full/10.1080/0376835X.2018.1452715
https://www.tandfonline.com/doi/abs/10.1080/0376835X.2017.1390440
https://www.competition.org.za/regional-value-chains/
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capabilities, contributing to the industrialisation objectives of many African countries to produce 

more value-added products. It also provides a stepping stone for suppliers to upgrade and potentially 

participate in global value chains, with important implications for jobs in the agriculture and 

manufacturing sectors. 

The growth and spread of supermarket chains has further driven the trade of processed and 

packaged foods and household consumable products in the SADC region. However, majority of the 

products on supermarket shelves in the region are imported from South Africa or from deep-sea 

sources, with little intra-regional trade. South African supermarket chains can therefore be a strong 

catalyst to stimulate local food processing and light manufacturing industries in the region, replacing 

deep-sea imports, stimulating greater intra-regional trade and creating employment opportunities. 

 

2. What limits this potential? 

Competition between supermarkets therefore matters for its own sake and because of the far-

reaching implications for regional economic development. The concentrated nature of many formal 

grocery retail markets in southern Africa, however, limits the options that suppliers have in selling 

their products. Two or three South African supermarket chains hold most of the market share in many 

formal markets in the region. These high levels of concentration mean that they have considerable 

buyer power and are often able to control pricing and trading terms with suppliers. 

The research has shown that this power includes being able to charge a range of fees such as listing 

or support fees to suppliers to stock their products on shelves. Suppliers further pay for early 

settlement of their invoices, and for advertising, promotions, transport and wastage, in addition to a 

range of rebates and discounts. Cumulatively, the various charges can add up to 10-15% off the price 

of the product sold to supermarkets, placing considerable strain on supplier margins. It is also critical 

for successful sales that products are displayed where shoppers can easily see them. Eye-level shelf 

space is often taken up by dominant, multinational suppliers. Similarly, access to refrigeration space 

is important for suppliers of perishable or cold products, and this is also often controlled by large 

multinationals. 

Over and above legal requirements such as compliance with national standards, food safety, labelling 

and packaging requirements, suppliers have to incur costs to adhere to private standards imposed 

by supermarkets. Non-harmonised standards in different countries in the region further limits intra-

regional trade. For instance, products accredited by the Zambia Bureau of Standards are not 

accepted/recognised in South Africa. Supplying supermarkets chains also means that suppliers need 

to meet supermarket requirements in terms of costs, quality, packaging, consistency, delivery 

schedules and quantities. These require significant investments in plants and capabilities. 

Unequal bargaining power, strong buyer power and the demanding requirements of supermarket 

chains therefore mean that small and medium-sized suppliers in the region struggle to supply them. 

As a result, the supplier base continues to be dominated by a few large, often multinational, suppliers 
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who can meet these requirements and by deep-sea imports. This hinders the participation and 

growth of suppliers in the region. 

The long-run effects of supermarket buyer power can include regional suppliers exiting the market, 

which ultimately could lead to higher prices for consumers. Abuse of buyer power can also have 

damaging effects in that it can reduce investment and innovation amongst suppliers, leading to poorer 

product quality and less choice, in addition to higher prices. 

 

3. Policy recommendations 

A number of policy recommendations have emerged from the studies to address concerns of 

concentration, buyer power, barriers to entry and regional supplier development. 

First, the possibility of a voluntary or mandatory regional code of conduct which governs the 

relationships between suppliers and supermarkets has been motivated for. The international 

experience has shown that codes of conduct are a useful way to control the exertion of buyer power 

and have been identified as a practical and effective approach to level the playing field and reduce 

information asymmetries between suppliers and supermarkets.10 Such codes as applied in other 

countries regulate the conduct of supermarkets towards suppliers by setting minimum standards and 

obligations for supermarkets with regards to supply agreements and various fees included in the 

trading terms. For instance, the code can include provisions for prompt payment to suppliers; what 

proportion, if any, of advertising and promotion costs of supermarkets suppliers are responsible for; 

whether suppliers are liable for wastage costs; if there should be listing fees; rules about payments 

for specific shelf and fridge space etc. 

Closer to home, Namibia adopted the Retail Sector Charter of 2016. Established by the Namibia Trade 

Forum, the Charter aims to bring structural transformation in the retail sector by exploring ways in 

which more Namibian producers can access retail shelves. It has measures through which 

supermarkets can support local businesses, especially SMEs, in supplying to their stores including 

through local sourcing commitments. The Charter also advocates for enterprise development 

programmes to assist local suppliers, including through skills development, and labelling and 

packaging upgrading investments to conform to retail specifications. Namibia is the only country in 

Africa to have a formalised voluntary retail sector charter. 

South Africa could adopt a similar retail industry code of conduct for supermarkets, which could be 

                                                             

10 E.g. the Groceries Supply Code of Practice (GSCOP) in the UK, overseen by an independent groceries ombudsman, the 

Grocery Code Adjudicator (GCA), was set up following a competition inquiry to ensure supermarkets treat their suppliers 
lawfully and fairly. In Australia, supermarkets are not allowed to request suppliers to pay listing fees, shrinkage fees, wastage 
fees, promotion fees or payment for better positioning of products on the supermarket shelves (enforced by the Australian 
Competition and Consumer Commission). In Ireland, there are plans to institute a mandatory Code of Conduct in the grocery 
sector, to be overseen by the Department of Jobs, Enterprise and Innovation. In Spain, a new act focusing on measures to 
improve the functioning of the food chain was promulgated in 2013; it uses a mixed model of regulation and self-regulation 
(through voluntary codes of conduct) to govern commercial relations between the agents in the food chain. 
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extended to a regional code given that it is the same (mainly South African) chains that operate in 

the SADC region. Like the Namibian Retail Charter, a code of conduct can include concrete measures 

of support by retail chains for regional SME suppliers through investing in formal supplier 

development programmes. 

A long-term, commercially oriented approach by supermarkets in partnership with government can 

yield sustainable outcomes to build supplier capabilities in the region. Co-funding for such 

programmes can come from fines levied by the competition authorities in abuse of dominance or 

cartel matters, or from existing pockets of funding reserved for black industrialists and small 

businesses. The critical point is that this funding needs to be channelled appropriately to 

commercially sustainable business that are mutually beneficial for both the supermarket and the 

supplier in the long term. For this to happen, the supermarket sector has to be intimately involved in 

designing and structuring the programmes and in identifying and developing the suppliers qualifying 

for the support. It cannot purely be financial support without any capability development. 

The Department of Trade and Industry (The dti), through a process facilitated by an independent 

consultant113 and coordinated by CCRED, has started engagements with the major supermarket chains 

in South Africa in this regard. The dti commissioned the project with the objective of creating 

mutually beneficial economic relationships between South African retailers and manufacturers in the 

region. Following extensive consultations with stakeholders, a Retailers Workshop was held on the 11 

June 2018 in Cape Town, co-hosted by the Consumer Goods Council and Nepad Business Foundation. 

A number of initiatives were agreed upon in terms of the way forward. One initiative included the 

retailers producing a list of products that can be sourced from countries in the region for their store 

networks; and the policy support, regulatory changes and supply side assistance that would be 

required to develop and build these product value chains. The initiative was re-iterated at a 

conference held for the 3rd annual SADC Industrialisation Week in August 2018 in Windhoek, 

Namibia. 

The process has however been slow, and the discussions have mainly been around supplier 

development programmes that retail chains could support in the region. More concrete steps 

forward would involve signing voluntary codes of conduct governing supermarket behaviour towards 

suppliers, in addition to the supplier development programmes, in the region. This requires solid 

commitment from government as custodians of the code of conduct, as co- partners in the supplier 

development inititaives, and as facilitators to get buy-in from other governments in the region. While 

the amendments to the South African Competition Act, if legislated, will strengthen the provisions to 

address issues of abuse of buyer power in South Africa, this will not necessarily benefit suppliers in 

the region. Therefore, a regional code of conduct is a more concrete and wide-reaching way forward 

with respect to regional supplier development. 

                                                             

11 Dr Faizel Ismail (currently Adjunct Professor at the University of Cape Town), the former Ambassador of South Africa to 

the World Trade Organization, and trade negotiator of South Africa. 
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Developing and growing the supplier base in the region also involves addressing the high levels of 

concentration and anti-competitive behaviour along food and manufacturing value chains in the 

region. Support, including funding, needs to be given for a more regional focus in competition 

enforcement, with closer collaboration between competition agencies in the different countries in 

the region. 

Second, harmonising standards, both legal requirements and certain private standards of South 

African supermarket chains across the region, can open up wider regional markets for suppliers. This 

requires harmonising processes and testing requirements in national bureaus of standards and/ or 

investments in regional testing and accreditation facilities which will facilitate regional acceptance of 

products. 

 
Third, barriers to the growth and development of the retail sector that affect competition need to be 

addressed. The Competition Commission of South Africa, through its Grocery Retail Market Inquiry, 

has heard testimony in its public hearings that historical practices like exclusive leases in shopping malls 

in South Africa prevent participation of independent retailers and new entrants. The 

recommendations of the inquiry and how it will deal with this issue are expected to be released in 

September 2018. For effective competition in the retail space, it is essential to encompass open and 

flexible retail spaces in urban planning to ensure a mix of formats, and to address exclusivity through 

planning policies. In countries like Australia and the UK, urban planning has played a key role in 

opening up markets in retail to wider participation and ensuring competition to incumbents. This 

requires engagement of competition authorities with local government/municipalities to ensure that 

planning policies allow a diversity of retail offerings and that practices that create barriers to entry 

and participation are removed. 

 
Fourth, support to new entrants and independent retailers is needed through facilitating access to 

distribution centres and logistics networks. For instance, Pick n Pay in an initiative with Gauteng 

Department of Economic Development opened up some of its distribution channels to township 

spaza shops, giving them access to stock at competitive pricing. Other similar partnerships between 

supermarkets, small independent retailers and government are possible to implement in a short 

space of time. 

 
Fifth, access to development finance for new entrants and independent retailers is critical. The 

research has shown that cash flow issues and access to finance from commercial banks are major 

hindrances to new entrants and small players. While it may be argued that there is significant 

government funding available for small businesses, lack of awareness of such programmes as well as 

the red tape and bureaucracy involved in accessing these funds limits their potential. Development 

funding for such entrepreneurs is also not ‘patient’ enough, expecting unrealistic returns in too short 

a time frame. 
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Finally, providing funding without upskilling capabilities is not in itself sufficient to attain sustainable 

inclusive outcomes. Over and above support to suppliers, government needs to be more involved in 

providing training or training subsidies to new entrants and buying groups that assist independent 

retailers to build retail capabilities (including in advertising, marketing, cash flow management, and 

inventory and waste management). 
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Stream 1, Policy Brief 6: Procurement  

Policy brief submitted to the Labour Caucus in the Jobs Summit Economic Sector Interventions working 

group by the Institute for Economic Justice (IEJ). 

Stream:   Economic Sector Interventions Stream, brief 6 

IEJ Collaborator: Neva Makgetla 

Trade and Industrial Policy Strategies (TIPS) 

 

1. Nature of the Problem  

The South African economy has faced a slowdown since the end of the metals boom in 2011, combined 

with difficulties in reducing the deficit after the stimulus in 2008 and a decline in tax revenues in 

2017/8. In these circumstances, it is crucial to increase aggregate demand through a stronger emphasis 

on local procurement by all spheres and institutions of the state as well as by large private enterprise.  

The obstacles to local procurement include the following.  

1. Local producers often require more time to gear up to produce a product; may require higher 

prices because of smaller scale or limited experience in producing a good; and may not be aware 

of tenders. In addition, departments often include unnecessary specifications that are repeated 

from earlier tenders or copied from international examples, for instance around the materials for 

school desks, that effectively exclude local suppliers for no reason.  

2. The budget process does not require that institutions in government and major companies track 

and report on the share of imports in their total consumption. Outside of a few major products, 

they often purchase goods through intermediaries and therefore do not know if they are imported. 

This problem is aggravated by the fact that there is no agreed-on label to distinguish imports of 

final products from products assembled in South Africa using imported parts, from products where 

most of the value add is generated in South Africa.  

3. The BBBEE requirements on supplier development have had a positive impact in encouraging 

procurement from smaller local suppliers, but they also have substantial weaknesses. 

• Reporting on BBBEE is based on “measured procurement spend,” which is defined to 

exclude imports if they are capital goods or, in the case of intermediate inputs, the 

company argues they cannot easily be purchased locally with the desired brand name. As 

a result, virtually all companies, including SOCs, generate a figure for BBBEE procurement 

that is close to 100%, even though they are importing substantial capital equipment and 

inputs.  

• Since 2013, a prerequisite for BBBEE certification is 25% local value add (excluding labour 

costs) for all white-owned companies and for medium and large companies of all kinds. 

Black-owned small and micro enterprises are however effectively exempt from local 

procurement requirements. If a company procures from a small or micro trading company 
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that is black owned, it can evade the local procurement requirements altogether. 

Furthermore, some imports can be excluded from the calculation, as noted above, which 

makes it difficult to evaluate the actual level of local procurement. Finally, it appears that 

this requirement may be ignored by a substantial share of companies, but more research 

is required to see if that is the case.  

• Certification companies do not appear to monitor closely whether imports should be 

excluded from calculated procurement spend or not. In part, this reflects the fact that 

there are very limited quality controls on the certification companies, which are private 

and paid for by the companies they evaluate.  

4. The budget process in the public sector poses additional regulatory obstacles to local 

procurement.  

• The budget process does not require that agencies enable local producers to at least 

match prices for imports after they have lost a tender based on their initial bid. This 

procedure is permissible but not required under current procurement regulations. Where 

it has been used, in some cases local companies were able to compete with imports.   

• If local procurement will cost more than imports, especially in the short run where 

producers may be introducing new products, the cost is left entirely to the procuring 

department. That often runs contrary to their core mandate. For instance, in some cases 

the Department of Health must choose between a lower supply of medicines and local 

procurement. Addressing this problem requires a dedicated, separate fund run by the dti, 

which is responsible for industrialisation, to determine whether an excess cost is justified 

and cover the expense for the department concerned.  

• To justify investment in local production of new goods and services often requires a 

commitment to long-term procurement of substantial amounts. The budget process 

generally makes this kind of commitment impossible. That is why, for instance, Aspen 

Pharmaceuticals has shifted its business model to production of niche products for the 

global market rather than large-scale generic production for domestic use: the public 

sector simply would not provide any guarantee of consistent demand.  

2. Previous agreements  

The Local Procurement Accord was signed in 2013. As with the other accords, it lacked a high-level 

unblocking and oversight system, which meant that it has been honoured mostly in the breach. A 

particular problem was that many commitments had many caveats, and in the absence of a joint 

unblocking mechanism to address obstacles there was little incentive to implement them.   

3. Proposals 

Core proposals would be: 

1. Both large private companies and public agencies must record the share of all imports in local 

procurement, distinguishing initially between goods that are imported as final products either 
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directly or through an intermediary from other products. Over time, more sophisticated reporting 

can be introduced around the level of local value add, but making that a precondition for any 

reporting has thus far meant that nothing is done because the technical obstacles become 

insuperable. Critically, the BBBEE requirements should not apply to reporting on local 

procurement – that is, the calculations should include capital goods and branded inputs. Unions 

and other stakeholders can then challenge whether or not the reporting is accurate.  

 

2. In the public sector, the budget process should be reformed: 

a. To require that where imports are procured, local producers have the option of matching 

the procurement price; 

b. To ensure an open budget process where, for tenders over R50 million, agencies must 

publish the reasons for selecting a particular supplier as well as the unit price (this system 

has been piloted in Gauteng already); 

c. To establish a fund at the dti to review major tenders and, where justified in terms of 

industrial deepening or job creation/retention, cover the difference between local and 

imported products; 

d. To require departments to inform the dti at least two months in advance of any tender 

worth over R50 million, so that the dti can ensure that specifications are not unnecessarily 

exclusionary and identify potential local suppliers.  

 

3. The BBBEE codes should be amended to apply to all enterprises, irrespective of size and ownership 

and to require a report of the share of imports in total procurement, including branded and capital 

goods, even if BBBEE spend is still measured only excluding these products.  

 

4.  Financing and sources of funding 

The budget would have to allocate funds to the dti: 

• To review tenders and identify potential local suppliers, and 

• To make up the difference in cost between local and imported products where that would 

contribute to industrial deepening and job creation in the medium term.  

 

5. Sequencing and Timeframes 

It will take at least six months to negotiate changes to the BBBEE Codes and to change budget 

regulations. The fund for the dti could only be provided in the next budget. 
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Stream 1, Policy Brief 7: Climate Jobs Policy Brief summary 

Summary brief12 submitted to the Labour Caucus in the Jobs Summit Economic Sector Interventions 

working group by the Institute for Economic Justice (IEJ). 

Stream:   Economic Sector Interventions Stream, brief 7 

IEJ Collaborator: Louise Naudé and Kate Rivett-Carnac, WWF 

 

 

1. Nature of the challenge 

The Jobs Summit needs to build climate considerations into all job creation and investment initiatives. 

Climate change impacts put developmental gains to date and future development at risk, and global 

efforts to reduce carbon emissions – not least by our trade partners – expose our economy. Both the 

science and economic trends are clear that action is urgent. It is therefore imperative that all economic 

endeavors should shift to be as low-carbon as possible and all must be climate-resilient by design. Not 

to do so is to make our economy and residents – particularly the poor – increasingly vulnerable and to 

lock us further into a perverse economic pathway. 

1.1 Labour market shifts and opportunities 

In the transition to a low-carbon, climate-resilient economy, there will be enterprises that need to 

shrink, particularly in fossil fuels all along the supply chain, and others which need to change 

production processes, such as cement manufacture. This has implications for workers and employers 

in terms of skills development and social protection. 

At the same time, the new economy offers job creation and intensification potential. Investors are 

receptive to opportunities coming off a low base with potential for exponential rates of return, and 

lower investment risk is starting to swing away from carbon-intensive to lower carbon.  South African 

business and labour may miss the boat if we do not actively move to realise these potentials and to 

develop the new competencies and skills which will be required to equip the work force. 

1.2 Just transition 

The transition to a low-carbon, climate-resilient economy must be a just one, which addresses the 

challenges of poverty and inequality as pinpointed in the National Development Plan. This cannot be 

left to the market. The Jobs Summit would do well to set up a Just Transition Taskforce driven from 

the Presidency, and involving all social partners, akin to that set up by Canada13 and being considered 

in other countries. NEDLAC is already geared to be an institutional home for such. 

1.3 A note on climate resilience 

Climate resilience is about strengthening the capacity of people, environment and the economy to 

prepare for, withstand and respond to the geophysical and economic impacts of climate change. An 

ecosystems-based approach is essential in the transition. Catchments, rivers and wetlands are key to 

                                                             

12 This summary brief is followed by a more detailed brief on the identified areas. 
13 www.canada.ca/en/environment-climate-change/news/2018/02/just_transition_taskforce.html 

http://www.canada.ca/en/environment-climate-change/news/2018/02/just_transition_taskforce.html
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sufficient and clean water supply; healthy marine environments to the fishing industry and small-scale 

fishers; sustainable agricultural practices to sufficient yields in a climate-constrained context; better 

urban and rural land use planning and practices to supporting livelihoods and the capacity of natural 

systems to cope with climate change; and flourishing natural landscapes and species to tourism.14 The 

potential jobs impacts of these interventions are significant. 

2. Proposals for job creation or intensification 

The research brief identifies opportunities for initiatives that both create jobs and livelihoods, and 

advance a low-carbon and climate-resilient economy – using the imperative for the latter as a vehicle 

for the former. In this summary we outline some job creation opportunities in the sectors of mining, 

manufacturing, energy agriculture, and land use, which will be elaborated further, including proposals 

for enabling policy and financing. The areas below create significant opportunities for the private 

sector; labour and civil society need to mobilise to ensure that business and government commit to a 

package which ensures a just transition, in which workers and communities benefit from these 

transformations. 

2.1 Mining 

• Promote mining development which supports the metals and minerals necessary for manufacturing 
clean technologies.15 

• Where mines close/ have closed absorb laid-off miners in infrastructure development in the 
municipalities where mines exist. 

• Repurpose abandoned mine shafts for pumped storage of electricity. 

• Rehabilitate ecosystems and drive other economic activities around abandoned mines or 
contaminated areas, thereby creating local jobs and benefitting local communities. 16 Mining-
affected community organisations have firsthand knowledge and can help shape programmes. 

 

2.2 Manufacturing 

• Beneficiate minerals for parts for green transport vehicles, such as electric and hybrid vehicles. 

• Localise assembly of such vehicles, and explore manufacturing of niche electric vehicles.17 

• Localise production of water treatment and water conservation technologies. 18 

• Re-manufacture, and use industrial and household waste as inputs, e.g. slag and fly ash used in 
ecoblend cements.19 Moves to formalise waste economies must involve informal waste workers.20 

                                                             

14 Tourism contributes 9% of the country’s GDP taking direct, indirect and induced benefits into account . 
tbcsa.travel/wp-content/uploads/2018/03/WTTC-Report-SouthAfrica2018.pdf 

15 www.wwf.org.za/our_research/publications/?25521/A-low-carbon-sunrise-for-the-mining-industry 
16 For example, jobs for 100 persons will be created to rehabilitate the Tweelopiespruit, the receptor dams and 
wetlands over a period of a year. Liefferink, 2016.Rehabilitation of mine-contaminated wetlands, eco-systems 
and receptor dams; AIDC and Frederich Ebert Stigtung.. 
17 www.wwf.org.za/our_research/publications/?25541/Farm-torque-electric-orchard-tractors 
18 For more information see PAGE, 2018, A Green Economy Industry and Trade Analysis: Assessing South Africa’s 
Potential. The IPAP also recognises this opportunity. 
19 www.wwf.org.za/our_research/publications/?25401/eco-blend-cements-for-low-carbon-construction 
20 www.businesslive.co.za/bd/opinion/2018-07-04-household-recycling-plan-leaves-waste-pickers-fighting-
for-crumbs 

https://tbcsa.travel/wp-content/uploads/2018/03/WTTC-Report-SouthAfrica2018.pdf
http://www.wwf.org.za/our_research/publications/?25521/A-low-carbon-sunrise-for-the-mining-industry
http://www.wwf.org.za/our_research/publications/?25541/Farm-torque-electric-orchard-tractors
http://www.wwf.org.za/our_research/publications/?25401/eco-blend-cements-for-low-carbon-construction
http://www.businesslive.co.za/bd/opinion/2018-07-04-household-recycling-plan-leaves-waste-pickers-fighting-for-crumbs
http://www.businesslive.co.za/bd/opinion/2018-07-04-household-recycling-plan-leaves-waste-pickers-fighting-for-crumbs
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2.3 Energy 

• Localise manufacturing of those parts for renewable energy technologies, smart meters, and small 
scale embedded energy generation, where we can compete with imports.  

• Enable Eskom to invest in renewable energy at scale, with state procurement thereby creating an 
adequate and secure market to support localised manufacture, added to regional potential. 

• Negotiate an agreement with Labour on the IPP programme which addresses legitimate jobs 
concerns.  

• Instead of a fragmented approach, coordinate the enterprise development and socio-economic 
elements of the Renewable Energy Independent Power Producers Procurement Programme to 
multiply local benefits, including jobs. 

 

2.4 Agriculture  

• Support small-scale farmers in particular to adopt conservation agriculture practices such as low-
tillage, which reduce farmers’ costs from fuel and maintaining tractors, while reducing emissions 
from diesel and sequestering carbon in the soil. Conservation agriculture renders farms more 
resilient in the face of climate change and water scarcity, thereby protecting jobs.21 

• Graze commercially-farmed cattle and sheep on natural grasslands, instead of in feedlots. This 
creates jobs in rural areas, reduces pressure on South Africa’s maize supplies freeing it up to feed 
people, uses less water and, if stocked at appropriate rates, is good for the country’s grasslands. 

• Produce biofuels for aviation, with a potential for large scale job creation in sub-Saharan Africa. 22 

 

2.5 Land rehabilitation and restoration 

• Translate the Working for Water programme into secure and decent jobs, since these workers 
perform labour essential to securing our water supply through ongoing clearing of alien vegetation. 
Solve the logistics so that the vegetation can become an input into biofuels. 

• Plant spekboom in certain rural areas23, thereby creating jobs and increasing the carrying capacity 
of the land which ultimately improves rural economies. 

                                                             

21 In India, the state of Andhra Pradesh has launched a plan to transition 6 million smallholder farmers cultivating 8 million 

hectares of land to natural farming by 2024, supported by the Sustainable India Finance Facility. It aims to reduce farmers’ 
costs while increasing incomes, and restore ecosystem health through diverse, multi-layered cropping. 
22 WWF, 2018. Sustainable Aviation Biofuel Feedstock Potential in Sub-Saharan Africa 
23 WWF is working with DEA, Rhodes University and NGOs to try and bring the first communal spekboom farm into the fold, 
as well as some other farmers on marginal land in the Baviaanskloof area of the Eastern Cape.  
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Policy brief submitted to the Labour Caucus in the Jobs Summit Economic Sector Interventions working 

group by the Institute for Economic Justice (IEJ). 

Stream:   Economic Sector Interventions Stream, brief 7a 

IEJ Collaborator: Louise Naudé and Kate Rivett-Carnac 

   WWF       

     

1. The nature of the problem 
 
The future of the agricultural sector as the largest employer, particularly in the rural areas, is at risk. 
Among other dynamics, this relates to unsustainable water supply and use practices in South Africa, and 
impacts of climate change such as changing rainfall patterns, prevalence of droughts, more extreme 
weather events, shifting distribution of insects, and crop diseases. These bio-physical impacts are 
experienced in the context of the economic structure of the sector, land reform and tenure issues, difficult 
labour practices, and regional and global trade patterns. Current farming practices in South Africa 
contribute to water stress, land degradation, and climate change, and are not designed for climate 
resilience. This is not sustainable for food security and decent job creation and maintenance. 

In terms of water, the agricultural sector needs about 61% of South Africa’s available fresh water 
resources to thrive. Catchment areas are where rainfall falls and is gathered into rivers, and fed into the 
engineered water infrastructure such as dams and pipes. The most important of these catchments are 
called ‘strategic water source areas’ – half of our country’s river flow is provided by a tiny 8% of land area 
– and these are threatened24. There are opportunities for new jobs linked to landscape regeneration to 
be created in the ‘Catchment Economy’ which will result in improved water yields and security for 
downstream users. 

In terms of land, invasive alien plants, mining and unsustainable farming practices have degraded large 
tracts of land across the country, including areas that are home to South Africa’s most fertile agricultural 
soils (more than half of these occur in Mpumalanga). This contributes to reducing the potential to yield 
incomes from farming, particularly for communities of subsistence and smallholder farmers. 

Big investments made by government and a few companies to safeguard their future supply of agricultural 
inputs are increasingly understood as a strategic necessity. Furthermore, there are a number of 
technologies and innovations being developed in commodity supply chains. However, unless there is a 
bespoke value chain model that provides for sustainable incomes particularly for poor farming 
communities, from healthy soils and secured water resources, the future of food supply remains unclear. 
South Africa will remain a nett food importer and already marginalised South Africans will become more 

                                                             

24 National Water and Sanitation Master Plan Water Security and Water Governance in South Africa Agbiz 
Congress. https://agbiz.co.za/uploads/2018-Congress/Trevor.pdf  

https://agbiz.co.za/uploads/2018-Congress/Trevor.pdf
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vulnerable to food insecurity and hunger. 

‘Climate-smart agriculture’ (CSA) is a farming approach that could help the South African agricultural 
sector to diversify its farming practices and reduce the looming risks and improve food security of its 
citizens. The advantage of CSA is that it lends itself to job creation because it includes a number of 
agricultural practices that largely rely on labour to help restore degraded farming land and to manage 
strategic water source areas for the benefit of all. We argue that mainstreaming CSA in its many facets is 
achievable because most of the practices have always been part of the farming culture and indigenous 
knowledge. This is true particularly of smallholder farmers who are increasingly becoming the most 
important and majority land owners in South Africa. Furthermore, the objectives of CSA are in line with 
South Africa’s quest to meet the Sustainable Development Goals. 

2. Current approaches by social partners 

• A recent draft Water and Sanitation Masterplan includes actions to protect South Africa’s SWSAs and 
links water to support for effective rural development and agrarian reform.  

• The Department of Agriculture, Forestry and Fisheries (DAFF) published its draft Climate Smart 
Agricultural Strategic Framework for comment on 3 August 2018. 

The Draft Framework is a broad strategic guideline and includes a focus on building capacities amongst 
government, farmers, other stakeholders, as well as investments in research and technology, and the 
creation of a broadly enabling environment for CSA. A range of finance solutions are also proposed. 
Water access and utilisation receive considerable focus, but soil health does not appear to. Most of 
these approaches merely address the symptoms rather than the root causes of degraded natural 
resources and negligible job creation in the agricultural sector. Unless an inclusive, job creating value 
chain model is introduced, poor citizens will remain in the periphery of the production sectors. 

• A 2017 draft Conservation Agriculture Policy to promote conservation agriculture (explained further 
below) adoption across all commodities beyond just the current application in the grains sector awaits 
finalisation. The Western Cape Department of Agriculture has strongly incorporated CA as a central 
component of climate resilient agriculture across the Province. 

• Two recent innovative finance instruments have potential to support CA adoption in South Africa. These 
are: a blended finance instrument from the Banking Association of South Africa, with the Department 
of Agriculture; and a recently approved European Investment Bank credit line to the Land Bank, 
including a portion of credit earmarked for CSA. 

• The Department of Environmental Affairs’ Natural Resources Management (NRM) directorate has co-
funded the private sector and land owners to clear land and implement landscape and riparian 
restoration in the Land Users Incentive Scheme. Local communities and NGOs such as WWF have 
bought in corporate funding and have tested enterprises using the biomass generated from clearing 
plants to create firewood and charcoal, and mulch and biochar to improve soil condition for crops. 
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Source: ToMA-WWF: Creating Value in the Biomass Value Chain, 2017. 
 

3. The proposed approach and proposals 

Approach  

Water should lead the discussion on farming for the future, including in the context of land reform, as 
most of South Africa’s arable agriculture is deeply dependent on irrigation to maintain productivity and 
agricultural expansion, with only 3% of our soils considered as highly fertile. In many instances, access to 
water is the biggest constraint to optimising production and maintaining viable yields. The new draft 
Water and Sanitation masterplan advocates for improved water efficiency by farmers. 

Climate-smart production methods can enable South African farmers, both commercial and smallholder, 
to support a flourishing and labour-intensive food economy. 

There are different approaches and technologies to achieve CSA: 

– Agro-ecology broadly refers to practices that work with local ecosystems, for example by improving 
soil fertility and health, and plant quality, through available biomass and biodiversity instead of 
chemical inputs. It is gaining momentum worldwide as an effective way to tackle climate change and 

the related challenges of food security and nutrition25. 

– Conservation agriculture (CA) is an approach which involves minimal mechanical soil disturbance 
with no or reduced tillage, permanent soil cover and maximum diversity in selection of crops using 
rotation and cover crops, and all year around organic cover on soil using living plants and or with 
plant residues.  

 
CSA works to protect water resources, reduce water requirements, reverse land degradation, improve soil 

                                                             

25 www.fao.org/publications/highlights-detail/en/c/1113542 
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health and soil moisture, and where possible avoid, reduce or remove greenhouse gas emissions which 
cause climate change. CSA increases productivity and reduces agro-chemical and irrigation input costs. 
These measures build resilience in adapting to climate change and water scarcity, on farms and in the 
food system, thereby protecting jobs. CSA thus enhances achievement of national food security and 
development goals26. This means that CSA practices will need to be the fundamental basis of all farming 
practices. 

Proposals 

1. Extend CA adoption amongst grain farmers in South Africa and apply these lessons to other 
agricultural commodities 

Around 15% of commercial grain farmers have adopted CA, but only 5% of smallholder farmers. The 
main barriers to uptake of CA are knowledge of CA; the cost of conversion from conventional 
agriculture to CA, including the cost of specialist machinery; the drop in yields during the conversion 
period; as well as not enough effective extension support. The last point is particularly true for 
smallholder farmers. Ongoing collating, monitoring and evaluating of farm-level agronomic and 
financial data for CA is needed. 

2. Actively introduce CA and agro-ecological practices to the estimated 2 million household and 
smallholder farmers 

 
These farms need to become far more central to an inclusive model of agriculture and sustained food 
security, job creation and sustained rural livelihoods plan for South Africa. India feeds close to 2 billion 
people using models of smallholder agriculture practising agro-ecology and have recently announced 
that the state of Andhra Pradesh is planning to transition 6 million smallholder farmers cultivating 
8 million hectares of land to natural farming by 2024, supported by the Sustainable India Finance 
Facility. This initiative aims to reduce farmers’ costs while increasing incomes, and restore ecosystem 
health through diverse, multi-layered cropping. 
 
Support a decentralised collaborative agricultural extension services model at the district level which 
explicitly promotes agro-ecological practices. This proposed approach involves retailers, industry, 
agronomists and NGOs to help government with extension. The South African Organic Sector 
Organisation’s ‘participatory guarantee system’ of farmers, food processing companies, retailers and 
consumers provides an example of such a multi-stakeholder approach of knowledge-sharing, and is 
having success with smallholders getting access to new and alternative existing markets27. 

 

3. Advance the many land rehabilitation and restoration opportunities 

• Extend natural resource management and rangeland management models that include extensive 
rangeland beef production grass-fed beef and sheep farming, rather than the use of feedlots. Link 
to the venison game industry as part of the emerging wildlife economy. This can create sustained 

                                                             

26 www.fao.org/climate-smart-agriculture/en 
27 www.saoso.org Participatory guarantee systems are locally-focused quality assurance systems which certify producers based 
on active participation of stakeholders. 
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rural livelihoods, improved household level food security and nutrition and, reduce the increasing 
trend of urbanisation. Examples such as the ‘Meat Naturally’ Umzimvubu Catchment Partnership 
Programme and grass-fed beef initiatives in the grasslands biome can be scaled up. 

• Translate the Working for Water, Working on Wetlands, and Working on Fire extended public works 
programmes into secure and decent jobs, since these workers perform labour essential to securing 
and sustaining our water supply through ongoing clearing of alien vegetation, catchment protection, 
wetland and river restoration and rehabilitation. 

• Support SMEs and value chain development so that the biomass from cleared invasive alien 
vegetation may be used as as a feedstock for decentralised bioenergy and biofuels, fibre for building 
materials and animal feed, and a soil conditioner as mulch or biochar. 

• Natural vegetation planting and restoration on degraded rural land to create jobs and increase the 
carrying capacity of the land, which then improves rural economies and stores carbon. Department 
of Environmental Affairs, Rhodes University, farmers on marginal land and NGOs are working on the 
first communal spekboom farm in the Eastern Cape. 

• Establish skilled and semi-skilled land and water rehabilitation enterprises in pre-closure and 
abandoned mines to meet the obligations of DMR and mining companies, and on areas exited by 
forestry plantations. 

4. Further investigate biofuels for aviation 
 

This may be a new opportunity for agriculture, while recognising both the potential for job creation in 
sub-Saharan Africa and the complexities that biofuel crop production raises. A 2018 study by the 
International Institute for Applied Systems Analysis and WWF concludes that there is potential for jet 
biofuel that can be produced mostly using perennial biofuel feedstocks, which require less frequent 
and less intensive cultivation of soils. A potential feedstock for biofuels in South Africa may be crop 
residues. Some 50 000 to 100 000 person-years of employment (one person employed for one year) 
could be created by introduction of energy cropping for biofuels production in South Africa. 

4. Policy implications 

• Incorporate promotion of and support for the adoption of agro-ecological principles in the draft 
Conservation Agriculture policy, Water and Sanitation Masterplan, Climate Smart Agriculture 
Framework, Department of Health’s Food Security policy, National Adaptation Strategy 
spearheaded by the Department of Environmental Affairs, and policy supporting decentralised and 
collaborative extension services – and finalise them. 

• Clarity is required on water licence re-allocations and provision of water infrastructure. 

• Ensure clear governance and institutional stability in the water sector in readiness for new funding 
streams which require a return on investment. 

• Certainty is required on land expropriation and water reforms to solicit sustained investment in 
commercial farming, and recapitalisation and support for land reform beneficiaries, focused on 
maintaining and increasing productivity of regions with high productivity soils. 
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5. Financing 

• Finance needs to be provided at scale to shift farming towards CSA agriculture. The Land Bank as a 
development finance vehicle of government must take the risk as first funder for farms that convert 
to CA from conventional agriculture, and in developing appropriate financing schemes for 
smallerholder farmers to upgrade farming practices, improving yields and livelihoods. Commercial 
banks need to provide considerable scale and reach to this funding. Tenure of land as collateral is a 
key consideration for debt financing and policy certainty is critical to support sustained investment. 

• Green or Blue (water) Bonds can be issued by water boards and metros. Institutional governance 
must ensure that the investment impacts job-rich opportunities on the ground, possibly in 
conjunction with some investment in new or rehabilitated built infrastructure. 

• The Catchment Economy jobs will require effective cost recovery in water tariffs and better 
management of the water value chain. An increase in the raw water charge to ensure adequate 
investment back into ecological infrastructure is necessary. 

• Priority and sustained investment in the strategic water source areas on the Natural Resource 
Management ‘Working for …’ public works programmes can come from blended finance: a 
component of water tariffs ring-fenced for investment back into ecological infrastructure and Green 
or Blue (water) Bonds. 

• Monies for mine rehabilitation already held by mining companies and DMR should rapidly be used 
to develop necessary skills in this area and grow the mine rehabilitation sector. 

6. The role of state institutions and social partners  

• Government must legislate and regulate the policies for protecting water source areas (contained 
in the National Water and Sanitation Master plan), and effectively manage the water value chain. 
Adequate budget should be provided to state institutions who are currently underfunded to manage 
water source areas, e.g. Cape Nature, especially where this includes labour-intensive opportunities. 

• Government must finalise legislation, frameworks, and extension service models for CSA. 

• Farmers must adopt agro-ecological practices, including CA. A number of organisations exist that 
can help promote and support the adoption of CA, such as: 

– Grain South Africa, the grain commodity organisation, provides support on CA to its members, and 
hosts CA promotion days for small-scale farmers. 

– Conservation Agriculture Western Cape, a forum of 185 paying members including producers, 
researchers and related sectors, aims at knowledge sharing to advance CA. 

– The Southern African Confederation of Agricultural Unions (SACAU) is the apex organisation for 
farmer unions in southern Africa and broadly supports CSA. 

• Unions must support farmworkers in the transition to CSA including through skills upgrading to limit 
farmworker vulnerability. 
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7. Sequencing and timeframes 

1. Government to finalise the policy pieces outlined under Section 4 above within 2018. 

2. Establish broad district networks of organisations to deliver agricultural extension services at scale 
to smallholder farmers. These services must provide agro-ecological support, linked to water 
licensing and subsidised finance, as necessary. 

3. Government with Grain South Africa to ramp up advocacy for CA amongst commercial grain farmers, 
by increasing education and awareness, mobilising appropriate finance, and conducting and 
collating studies that track the experiences of CA amongst different crops in different parts of the 
country to better make the case. 

4. Unions to work with Government and farmer associations on a just transition for farmworkers to 

protect them from job losses due to shifts in agricultural practices and weather events, and upskill 

and retrain for CSA. 
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Stream 1, Policy Brief 7b: Low-Carbon Manufacturing 

Policy brief submitted to the Labour Caucus in the Jobs Summit Economic Sector Interventions working 

group by the Institute for Economic Justice (IEJ). 

Stream:   Economic Sector Interventions Stream, brief 7b 

IEJ Collaborator: Louise Naudé and Kate Rivett-Carnac 

   WWF 

 

1. The nature of the problem 

Manufacturing is particularly important to the economy as it has economic multipliers from value 
addition, linkages to the upstream production sectors of the economy (mining and agriculture) and the 
downstream sectors, including services; and because of its all-round contribution to strengthening 
integrated value chains28. 

Despite its importance, and efforts by government to support it, manufacturing output in South Africa has 
shrunk over the past 10 years by about 7%29. Various factors have impeded manufacturing including the 
inefficiency and cost of utilities (like electricity, ports, transport and logistics, telecommunications), 
monopolistic pricing in certain upstream industries, volatility in the exchange rate, limited strategic 
coordination of public procurement and limited compliance with localisation procurement requirements, 
and poor coordination between government departments, for example between the Department of 
Mineral Resources and Department of Trade and Industry (DTI) on the beneficiation of minerals. 
Education and skills level also hamper the growth of certain industries as well as government’s own 
infrastructure development programmes. 

Compounding this is the fact that South Africa has an incredibly high level of carbon embedded in our 
exports. About 29% of South Africa’s carbon emissions are exported to other countries – the highest 
percentage of any country’s emissions that are so transferred30. This renders South Africa’s exports highly 
vulnerable in the face of global low-carbon shifts. Apart from avoiding trade barriers, a shift to low-carbon 
manufacturing also offers South Africa various benefits: the OECD estimates that across G20 countries, 
combining climate action with economic reforms will lead to an increase of 1% of GDP by 2021 and 2.8% 
by 2050. Given this, South Africa’s transition to a low-carbon and climate resilient economy presents a 
number of opportunities for the manufacturing sector to grow and establish capabilities within certain 
low-carbon manufactured goods. South Africa is particularly well positioned in industries relating to its 
mineral endowments and existing pockets of competitive manufacturing, such as automotives, 
agroprocessing, clothing and textiles, capital equipment, amongst others. It should look to leverage off 
these existing capabilities as it expands into manufacturing low-carbon goods. 

                                                             

28 www.thedti.gov.za/parliament/2017/IPAP_13June2017.pdf 
29 www.thesouthafrican.com/south-africa-manufacturing-market 
30 CarbonBrief. 2017. Mapped: The world’s largest CO2 importers and exporters. www.carbonbrief. org/mapped-worlds-largest-
co2-importers-exporters. Cited in WWF, 2018. Low-carbon manufacturing. 
www.wwf.org.za/our_research/publications/?25523/Low-carbon-manufacturing 
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2. Previous agreements by social partners  

DTI’s Industrial Policy Action Plan (IPAP) which is routinely updated in line with local and global trends, 

identifies key sectors, industries, products and enabling programmes through which DTI (and others) will 

support manufacturing. The ‘levers’ include research and innovation, access to incentives, designation as 

strategic goods for local content, procurement programmes of the state, and development finance 

(largely but not only through the Industrial Development Corporation). The IPAP requires greater 

resourcing for improved implementation, including amongst other departments, and public entities. The 

IPAP also needs to draw on the finalisation of a number of government’s strategies and policies, such as 

the Integrated Resource Plan of the Department of Energy, the draft Green Transport Strategy of the 

Department of Transport, and the draft Water and Sanitation Masterplan of the Department of Water 

and Sanitation. This will allow the DTI to identify key inputs to these major drivers of public and private 

infrastructure spend and associated local manufacturing potential. 

The Competitive Supplier Development Programme (CSDP) of Government is a particular approach to 

identifying major procurement inputs required by State Owned Companies (SOCs) that present 

opportunities, due to their scale, to drive local manufacturing. In practice, however, the prescripts of this 

programme have not always been adequately applied (for example, in the case of rail locomotives), and 

its full potential to drive local manufacturing has not been unlocked.  

 

3. The proposed approach and proposals 

Manufacturing opportunities presented by the low-carbon economy relate both to processes and goods. 
Eco-design, material substitution, additive manufacturing, reducing yield loss, recycling and 
remanufacturing31 are the kinds of process innovations that are required for the transition. 

Particular opportunities for manufacturing goods include: 

1. Renewable energy and for new energy technologies and systems 
While South Africa cannot competitively manufacture all the parts for the Renewable Energy 
Independent Power Producers Procurement Programme (REI4P), there are certain parts that it can 
competitively produce. Furthermore, South Africa could establish itself as manufacturer for the 
regional renewable energy markets that are beginning to open up.  

A possible 1 500 jobs could be created in the localisation potential of the 27 new projects in the latest 
round of the REI4P32. Components for this round are estimated at around 2.8 million solar PV modules, 
600 inverters and 385 transformers; for the onshore wind projects roughly 500 wind towers and 
turbines are likely to be required. These renewable energy technologies, and others, require 
conventional metals such as steel and aluminium, as well as rare earth elements33. Examples: 

– Smart meters and other small scale embedded energy generation technologies have tradable or 

                                                             

31 WWF, 2018. Low-carbon manufacturing. www.wwf.org.za/our_research/publications/?25523/Low-carbon-manufacturing 
32 www.miningreview.com/south-african-minister-energy-announces-reipppp-projects/ 
33 These are a group of 17 chemically similar elements including for example, indium, gallium, tellurium and germanium. 
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import substitution potential34. 

– Evacuated tubes and flatplates hold potential for industrial solar thermal applications, as do other 
technologies. Manufacturing at scale for solar thermal requires greater industry awareness and 
sustained demand, and customised concessional finance, among other factors35. 

– Steel is needed in building foundations, towers, gear boxes and hydraulic systems for wind energy 
technologies, and for barrages and turbines for tidal energy. 

– Aluminium is required for rotor blades and pumped storage in hydropower. 

– Platinum-based fuel cells are being explored to supply heat (and decentralised power) to buildings 
and industries (in cold climates). 

2. Transport 
Hybrids and plug-in hybrids, full electric vehicles and fuel cell vehicles require: 

– metals in high tech parts like batteries, electro-motors and fuel cells 

– PGMs for exhaust system catalysts, catalyzed particulate filters and emission absorbers 

– chromium, manganese, aluminium, iron ore and coal for the body of the car 

– copper, gold platinum and tungsten for the wiring and circuitry 

– cobalt, lead, lithium and rare earth oxides for batteries. 
 
Manufacturing potential also exists for local niche electric utility vehicles. WWF has recently completed 
a business case into the potential for electric orchard tractors in horticulture including for the 
localisation of production of these electric tractors36. In order to unlock the potential for local 
production, funding is required for further prototypes, pilots and the establishment of manufacturing 
facilities. Partnership with OEMs (original equipment manufacturers) or specialist industrial 
engineering firms will also be necessary for producing at scale.  

3. Agriprocessing industries 
Biofuels for aviation have the potential for large scale job creation in sub-Saharan Africa. A June 2018 

study undertaken by WWF and the International Institute for Applied Systems Analysis establishes that 

there is meaningful potential for compliant biojet fuel that can be produced mostly using perennial 

biofuel feedstocks, which require less frequent and less intensive cultivation of soils. It is estimated 

that some 50 000 to 100 000 person years of employment could be created by the introduction of 

energy cropping for biofuels production in South Africa.  

4. Water 
South Africa’s water scarcity presents particular opportuntities for the local manufacture of products 

for transport, storage, treatment, management, supply, metring, desalination of water. The new draft 

Water and Sanitation Masterplan indicates that significant volumes of wastewater will need to be 

                                                             

34 PAGE, 2018. A Green Economy Industry and Trade Analysis: Assessing South Africa’s Potential. 
35dtnac4dfluyw8.cloudfront.net/downloads/wwf_2018_solar_thermal_technologies_clean_fit_for_food_and_bev_industries.p
df; and www.greencape.co.za/assets/Uploads/Industrial-Scale-Solar-Heat-in-South-Africa-opportunities-in-agri-processing-and-
textiles.pdf 
36 www.wwf.org.za/our_research/publications/?25541/Farm-torque-electric-orchard-tractors 
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processed for re-use and greater efforts made in water conservation and harvesting. All of this 

indicates an opportunity for manufacturing for the domestic market to meet these needs. More 

funding is required for research and development, and technology commercialisation paired with local 

content requirements37. 

5. Waste and the circular economy 

• Within construction, cement production is instrumental to the government’s infrastructure 
expansion plans and development goals. The use of eco-blends is a simple and obvious way to 
reduce the significant carbon footprint of this industry. WWF’s research into eco-blend cements38 
clearly demonstrates that waste products, such as fly ash and slag, can be taken up even more as 
extenders to create eco-blends and as feedstocks for kilns. In order to unlock the potential for eco-
blends, cement standards require revision, as does legislation pertaining to waste. More 
demonstration sites and data is also required to build the case for greater adoption of eco-blended 
cements beyond the current levels.  

• Other industrial and household waste is increasingly being recognised as a commodity, e.g. in certain 
instances organic waste is already used for animal feed, composting, protein production, and energy 
generation. Recycling of materials such as plastics, glass, paper reduce resource use and create 
value. Legislation is driving some of these developments. Jobs can be created in establishing more 
deliberate programmes to source, sort, transport, process waste for its reuse. 

• For a just transition, any actions to formalise waste industries must explicitly include and 
incorporate informal waste workers. Waste pickers and other informal economy businesses are very 
vulnerable to the ‘formalisation’ of these economic opportunities39.  
 

4. Policy options 

• Policy clarity is required for a number of infrastructure sectors like transport, electricity production 
through the finalisation of the IRP 2016 and Green Transport strategy respectively, as well as 
broader energy considerations in the Integrated Energy Plan (IEP) for the country and for water and 
sanitation. These policies and plans should prioritise investment in low-carbon technologies. City 
infrastructure plans can also provide clarity to direct government procurement spend towards low-
carbon technologies. Updating standards to drive the uptake of low-carbon materials can also 
require industry to also adopt these within their own capital programmes and infrastructure 
upgrades and investments.  

• Sustained local procurement must be more effectively implemented in line with the local content 
provisions within the Preferential Procurement Policy Framework Act Amended regulations of 2011 
which allows for the designation of certain components, parts, products for local content. 

• Effective implementation of Competitive Supplier Development Programmes by State Owned 

                                                             

37 See more in PAGE, 2018. A Green Economy Industry and Trade Analysis: Assessing South Africa’s Potential at www.un-
page.org/files/public/green_economy_industry_and_trade_analysis_-_south_africa.pdf 
38 www.wwf.org.za/our_research/publications/?25401/eco-blend-cements-for-low-carbon-construction 
39 www.businesslive.co.za/bd/opinion/2018-07-04-household-recycling-plan-leaves-waste-pickers-fighting-for-crumbs 



  Policy Brief 1.7b: Low-Carbon Manufacturing 
August 2018 

 

43 | P a g e  

 

Companies can provide the predictable demand at scale to encourage investment in new low-
carbon products and technologies.  
 
 

5. Financing  

• Treasury to look at tax instruments and support to DTI incentives to stimulate investment in low-
carbon manufacturing. 

• DTI’s IPAP needs to provide greater support to low-carbon manufacturing sectors. Linked to this, 
the National Cleaner Production Centre should be resourced to play a larger role here. 

• Both public and private investment must be scaled up in research and development, and actual 
manufacturing activities for low carbon technologies and its value chains.  

• The IDC and other DFIs need to target key industries with preferential finance; commercial banks 
must also play a role here. 

• Large firms need to re-invest in the economy. Existing medium-sized manufacturing firms should be 
supported to expand, and small businesses to grow.  
 

6. The role of state institutions and social partners  

• In taking forward recommendations for low-carbon manufacturing, a number of industry 
associations should play a role in their particular industry areas: 

– The Solar Water Heater Manufacturers Cluster of South Africa (SWH-MANCOSA) of the South 
African Capital Equipment Export Council with industrial solar water heating; 

– The Concrete Institute and the Association of Cementitious Material Producers industry 
association for the extension of cement ecoblends; 

– The South African National Energy Development Institute and the Electric Vehicle Industry 
Association on electric vehicles; 

– Various waste and recycling industry associations on waste and ‘re-manufacturing’ initiatives; 

– The South African Waste Pickers Association must be involved in any efforts to formalise waste 
industries to ensure the inclusion of waste pickers and informal economy businesses in the 
process. StreetNet and WIEGO organise among workers in the informal economy. 

• In national government: 

– The Departments of Energy, Water and Sanitation, Transport must finalise plans, strategies and 
policies.  

– The Department of Public Enterprise with SOC’s to ensure that localisation legislation and 
Competitive Supplier Development Programmes are fully implemented, in concert with DTI and 
its manufacturing support programmes.  

– Treasury to ensure that low-carbon manufacturing is resourced through DTI’s incentives, and 
other levers of government; Department of Science and Technology to ensure, through its entities 
and programmes, that innovation, technology, research and development efforts focus on 
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emerging low-carbon and green manufacturing potential. 

• DFIs and commercial banks to expand concessional finance to the various low-carbon industries that 
hold potential. 

• Firms to ensure investments take place in low-carbon processes as well as within the new 
manufactured goods that are required.  

• Unions to work with firms in this regard, and to ensure (with employing firms) that skills upgrading 
takes place amongst workers to ensure a just transition. The SETAs also have a role to play here.  
 

7. Sequencing and timeframes 

 The next steps are: 

1. Government, through its relevant infrastructure line departments to finalise infrastructure plans. 
Cities to do so within their municipal plans for public transport and social housing (amongst others 
infrastructure plans). SOCs to effectively implement localization plans.  

2. Relevant industry associations to work with government, unions, DFIs and commercial banks to 
design low-carbon manufacturing programmes.  

3. In the context of a ‘just transition’ unions and industry to work on developing low-carbon processes 
and goods and reskill accordingly. 



 Policy Brief 1.7c: Low-Carbon  

Electricity Transition 
August 2018  

45 | P a g e  

 

Low-Carbon Manufacturing Policy Brief: Appendices 

 

Appendix: Just transition processes 

• As a result of labour organisations’ and their allies’ efforts, the United Nations’ Paris Agreement 
on climate change notes the imperative of a just transition of the workforce and the creation of 
decent work as essential elements in global and national responses to climate change. 

• A South African Just Transition Taskforce should be established, driven by the Presidency and 
housed in NEDLAC, involving all the social partners. 

• The National Planning Commission is running a programme ‘Developing models and pathways 
for a low-carbon economy and climate-resilient society’ with all social partners. The desired 
outcome is progress toward a social compact about the kind of economy we want and how to 
get there.40 Labour could get more actively involved. 

• In 2016 ITUC established a Just Transition Centre with partners. The Centre brings together 
workers and their unions, communities, businesses and governments in social dialogue to 
‘ensure that labour has a seat at the table when planning for a Just Transition to a low-carbon 
world’.41 

• A labour and civil society Just Transition Charter could be developed. There are existing polices 
and guidelines that could provide a framework from labour’s perspective: 
– For example, in 2011, the COSATU Central Executive Committee adopted a Policy Framework 

on Climate Change, which comprises 15 principles. The principles were included in a 2012 
COSATU booklet ‘A just transition to a low-carbon and climate resilient economy: A call to 
action’.42 

– In 2015, the International Labour Organisation constituents adopted ‘Guidelines for a just 
transition towards environmentally sustainable economies and societies for all.’ The 
Guidelines offer a framework and a tool to ‘ensure that national and global efforts to tackle 
climate change advance employment creation goals, social justice and promote just 
transitions for workers, enterprises and communities.’43 

• The role of unions in a transition: 
– On the next page are ideas from South African unionists about union actions in a transition. 

The ideas arose in transport union workshops run in five provinces in 2013, noting that these 
were not decision-making forums. The workshops involved identifying the sources of carbon 
emissions in the transport sector, and what can be done about those. Participating unionists 
developed ideas to reduce emissions while at the same time protecting the interests of 
workers; and discussed what the union could do to take the issues forward.  

– There are examples from elsewhere, for example Germany’s mine union, IG Bergbau, 
participated in promoting early retirement and shift-time reduction as a means of slowly 
winding down that country’s coal industry. 

  

                                                             

40 www.sustainable.org.za/project.php?id=55 
41 www.ituc-csi.org/just-transition-centre?lang=en 
42 See www.cosatu.org.za/show.php?ID=5679 and www.cosatu.org.za/docs/policy/2012/climatechange.pdf. 
43 www.ilo.org/wcmsp5/groups/public/---ed_emp/---emp_ent/documents/publication/wcms_432859.pdf 

http://www.cosatu.org.za/show.php?ID=5679
http://www.cosatu.org.za/docs/policy/2012/climatechange.pdf
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Union at national level 

• Need to develop a national union policy and strategy for 
a transition. This would involve consolidating union 
mandates and researching international trends. 

• National office bearers can co-ordinate calling joint or 
umbrella meetings of the relevant Bargaining Councils. 
Then it is easier for sector co-ordinators to take it up. 

• There may be inter-union issues to work on collectively. 

• Engage NEDLAC to amend any relevant legislation. 

• Create job loss fund for retrenched and older workers.  

• Take to the federation the proposal that it co-ordinate a 
national process for passing members from one union to 
another when there are sector changes, so that members 
are not lost. 

At workplace/local level  

• Climate change updates and information and awareness 
raising must be put on the agenda of monthly meetings 
with employers.  

• Engage management of all companies about what their 
carbon reducing plans are. This might also involve 
negotiating with management about making changes in 

the workplace and in the work process to cut emissions. 

• Encourage energy saving measures in the workplace. 
Present cost-benefit analysis to management to show 
them how they will save on electricity and fuel costs if 
changes are implemented. 

• Negotiate that any savings made by the company 
because of carbon emission reducing measures are 
shared with workers. 

• Use workplace and bargaining forums to ensure 
management keeps workers informed about changes to 
technologies. 

• Negotiate with management about driver training so that 
drivers can drive more efficiently. 

• Recruitment of new members is important – the bigger the 
union membership, the more the demands and plans of 
the union carry weight. 

• Engage and sensitize members on possibilities of job 
losses and gains from carbon reduction measures. 

• At a provincial level, work with media, schools, members 
of public, NGOs and civil society to raise awareness. 

At sector level 

• Urge larger companies to develop a ‘mobility plan’ to 
make travel to and from work more energy efficient and 
time friendly to workers. 

• At provincial level identify sector contributing most to 
emissions and run campaigns at provincial level 
educating this sector. 

• Union to form teams within the high-emission contributing 
sectors and be at the forefront of advocating issue of 
climate change. 

Collective bargaining 

• A strategy for national, provincial and local bargaining. 

• Shopstewards to engage management to begin to budget 
for emissions reductions and training of workers for the 
transition. 

• Companies don’t have green policies – this must be 
included in all negotiations. 

• Defend working conditions as companies make low-
carbon changes. 

• Incorporate climate protection arguments into bargaining 
around issues of commuting and flexible hours. 

• Encourage employers to incentivise use of public 
transport. Promote bicycling and walking. 

• Prepare for possible retrenchments by compiling 
demands now already. 

• One of these demands must be that any workers that lose 
their jobs must be reskilled for other work. 

• If there are retrenchments the companies should help 
workers to set up cooperatives, and then actively support 
the cooperatives by buying from them. 

• Demand that new jobs be decent, not casualised. Many 
can be in communities e.g. walking children to school. 

Research to inform union strategy 

• Research what companies where we organise are doing 
that causes emissions, and any plans they have to reduce 
emissions. These plans may affect working conditions, 
may change processes and technologies, or involve 
restructuring. 

• Do research at workplace and provincial level to get 
information about workers; what categories companies 
might start retrenching; what are new jobs emerging?  

• Analyse what jobs will be lost or gained, and by who. 

Education and training  

• Induction process for bus drivers to know that they are 
delivering a public service and therefore need to work 
hard to make sure buses run on time and are reliable. 

• Engage TETA (Transport SETA) about providing skills to 
workers that are required in a low-carbon economy. 

• Negotiate education and training for workers in new 

technologies and skills that will be needed. 

• Skills levies to be used for retraining. 
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Stream 1, Policy Brief 7c: Low-Carbon Electricity Transition 

Policy brief submitted to the Labour Caucus in the Jobs Summit Economic Sector Interventions working 

group by the Institute for Economic Justice (IEJ). 

Stream:   Economic Sector Interventions Stream, brief 7c 

IEJ Collaborator: Louise Naudé and Kate Rivett-Carnac 

   WWF 

 

1. The nature of the problem 

South Africa is a coal-dependent economy and the contribution of coal as the primary feedstock to 
electricity generation –  currently at close to 90% – places South Africa high on the list of global carbon-
emitting countries. This renders our industries carbon-intensive with possible future negative trade 
impacts.  Not only this, but coal is associated with negative health and environmental externalities, 
including air pollution. Coal also uses far more water than does renewable energy which places even 
greater strains on our water security.  

As a result of this, shifts in the energy system and global markets have resulted in job losses in the coal 
industry. Options such as re-skilling for new jobs, a social protection floor and community-based 
livelihood programmes are critical to ensure that those most vulnerable to these changes are 
protected44. This is the rationale behind the concept of a ‘just transition’. 

The Integrated Resource Plan (IRP) of 2016, providing the certainty that is required on coal and nuclear 
power production, has not yet been finalised. Given the challenges of coal, the Coal Baseload 
Independent Power Producers (IPP) programme has received criticism45 as this will not only increase 
the cost of electricity but also make the country’s emissions targets harder to reach. Strides have been 
made towards renewable energy generation through the Renewable Energy Independent Power 
Producer Procurement Programme (REI4P). Bids 3.5 and 4 of this programme were concluded early 
this year on the back of earlier rounds and an additional 27 independent power producers have been 
confirmed, mainly to be located in the Northern Cape, Eastern Cape and North West provinces. It is 
estimated that 58 000 jobs will be created in this round. However, while the REI4P has rapidly and 
successfully started the energy transition in South Africa, links to sustained employment (beyond 
construction), localisation of manufacturing of parts and sustainable socio-economic development in 
communities around these projects have not been maximised.  

Eskom’s financial and operating models are in crisis and job losses at the state owned company now 
appear likely. Eskom is challenged by demand stagnation46, excess supply, the enormous capital outlay 
at the new coal plant construction projects of Medupi and Kusile, defaulting municipal clients, and coal 
supply disruptions. Furthermore, rising electricity prices as a result of Eskom’s cost pressures have a 
wide-ranging impact on the economy, households, as well as municipal finance, given local 
government’s role in distribution and the important role of electricity sales’ revenue in municipal 
income. The increasing costs of electricity from the grid, declining costs of renewable energy as well 
as the growth in the small-scale embedded energy market may drive businesses and affluent 

                                                             

44 WWF, 2017. Renewable Energy Facts and Futures. Available 
www.wwf.org.za/our_research/publications/?21841/Renewable-Energy-Facts-and-Futures  
45 cer.org.za/wp- content/uploads/2018/05/ERC-Coal-IPP-Study-Report-Finalv2- 290518.pdf  
46 Eskom has recently approached the National Energy Regulator of South Africa to approve new energy-
intensive industry tariffs to try and increase electricity sales. 

http://www.wwf.org.za/our_research/publications/?21841/Renewable-Energy-Facts-and-Futures
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household towards their own generation. This could have severe consequences for municipal financial 
models and indigent households. 
 
2. Previous agreements by social partners  

• The IRP 2010 remains the adopted plan for electricity, despite significant changes in the sector, 
with later iterations of the IRP not yet finalised. This has resulted in the provision of additional 
unnecessary new generation capacity, resulting in more costly electricity, and increases in 
greenhouse gas emissions. The IRP 2016 is expected to be finalised imminently (August 2018), along 
with the Integrated Energy Plan. It is critical in this regard that the forthcoming, finalised IRP takes 
into account the likely future growth of small-scale, embedded solar photovoltaic and energy 
storage systems for domestic, commercial and industrial installations. The document should also 
ideally model a set of assumptions on the potential of electric vehicles to 2050, and likely impacts 
on electricity demand to reflect this. 

• The RE14P has seen successful at attracting private investment into energy generation but more 
could be done to maximise localisation of manufacturing of parts, and broader economic and social 
development gains from these projects. 

• On 25 May this year, the Department of Environmental Affairs gazetted its intention to set new 
rules on compliance with minimum emission standards relating to (amongst others) the burning of 
coal in coal-fired power plants. This will require greater compliance by Eskom to air quality 
standards and further challenges the future of coal-powered stations.  

 
3. The proposed approach and concrete proposals 

Increasing the percentage of renewable energy in South Africa’s electricity mix is the most effective 
measure to address the country’s commitment to reduce harmful greenhouse gas emissions and 
reduce water consumption from energy generation. There is also much more flexibility in renewable 
energy systems, not only in the technologies available but also in potential models of delivery.  

1. Cancel any further coal IPPs 

These projects cannot be justified. Given South Africa’s high level of renewable energy potential 
and the cost-competitiveness of renewable technologies, no further investments should be made 
in coal. The costs to the country are too high in terms of water use, and other negative 
environmental and social externalities, as well as greenhouse gas emissions.   

2. Eskom to revisit its business model and consider investing in renewable energy at scale itself  

Eskom is in a crisis with high levels of debt and an old business model. Ideally rather than investing 
in coal power stations Eskom would itself be investing in renewable energy. If Eskom were able to 
invest in renewable energy at scale, this would assist with the creation of a more sustained demand 
to support localised manufacturing. This requires that Eskom’s business model and financing be 
completely re-hauled. Fundamental questions regarding the completion of Kusile, selling off of 
certain assets, or public-private-partnerships to run coal plants, as well as the establishment of an 
independent system operator, must urgently be addressed, once and for all.   

3. Support greater localisation of manufacturing for the REI4P and other RE technologies and 
systems 

• While South Africa cannot competitively manufacture all the parts for the REI4P, there are 
certain parts that it could produce locally. Furthermore, South Africa could establish itself as a 
manufacturer for the regional renewable energy markets that are beginning to open up. 
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A possible 1 500 jobs could be created in the localisation potential of the 27 new projects in the 
latest round of the REI4P47. Components for this round are estimated at around 2.8 million solar 
photovoltaic modules, 600 inverters and 385 transformers; for the onshore wind projects, 
roughly 500 wind towers and turbines will be required. These renewable energy technologies 
draw on minerals with which South Africa is endowed, but which require greater investment, 
research and development48. 

• The REI4P model should also support greater coordination and local alignment with integrated 
development plans, local economic development plans and social development plans in the 
municipalities where they are located.  

• Beyond the manufacturing potential linked to the REI4P, a recent study49 identifies the potential 
to localise manufacturing of smart metres, and small scale embedded energy generation, where 
we can compete with imports. 

• Industrial solar thermal technologies also have potential, particularly for agriprocessing, and 
within the food and beverage industries50. Job creation within solar thermal technologies can be 
created in manufacturing and in installation and maintenance.  

4. Enable cities and municipalities to plan their own electricity provision systems  

• This will allow municipalities the opportunity to both procure and build their own renewable 
energy plants. 

 
4. Policy options 

• The Integrated Resource Plan 2016 must urgently be finalised to provide certainty on coal and 
nuclear power production.  

• Eskom’s financing and business model needs to be reconsidered as this has implications for the 
whole energy system and accordingly the low-carbon transition, as well as the country’s 
finances.  

• The Industrial Policy Action Plan of DTI needs to further explore the localisation potential of the 
REI4P as well as other manufacturing opportunities in new energy systems, and how this relates 
to developing regional markets.  

 

5. Financing  

• Eskom’s funding model needs to be urgently resolved.  

• Both public and private investment in renewable energy and its value chains should be scaled 
up.  

 

 

 

                                                             

47 www.miningreview.com/south-african-minister-energy-announces-reipppp-projects/ 
48 See WWF’s Jobs Summit brief on Low-carbon Mining. 
49 PAGE, 2018. A Green Economy Industry and Trade Analysis: Assessing South Africa’s Potential. 
50dtnac4dfluyw8.cloudfront.net/downloads/wwf_2018_solar_thermal_technologies_clean_fit_for_food_and_
bev_industries.pdf; www.greencape.co.za/assets/Uploads/Industrial-Scale-Solar-Heat-in-South-Africa-
opportunities-in-agri-processing-and-textiles.pdf. 
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6. The role of state institutions and social partners  

• Unions must support coal miners and retrenched Eskom employees in the just transition to a 
low-carbon electricity sector. There are examples from elsewhere, like Germany’s mine union, 
IG Bergbau, which participated in promoting early retirement and shift-time reduction as a 
means of slowly winding down that country’s coal industry. 

• Government must: 

– finalise the IRP catering for a far greater percentage of renewable energy in the supply mix, 
address Eskom’s business model, and revise legislation to allow for muncipalies to procure 
energy from IPPs. 

– support greater localisation of certain renewable energy technologies and parts and ensure 
that IPP commitments are met regarding local procurement. 

• IPPs must coordinate and collaborate more deliberately and effectively to maximise the 
procurement, economic and social development elements of the IPP agreements. 

• Renewable energy industry associations should be part of discussions around renewable energy 
technologies. For example, the Sustainable Energy Society of Southern Africa and the Solar 
Water Heater Manufacturers Cluster of South Africa (SWH-MANCOSA), within the South African 
Capital Equipment Export Council, represents firms involved in solar water heating. 

 
7. Sequencing and timeframes 

The next steps are: 

1. Establish a Just Transition Taskforce driven by the Presidency and housed in NEDLAC, involving 
all the social partners, with a clear agenda on critical sectors and interventions to shift towards 
a low-carbon and climate-resilient economy. 

2. The Department of Energy to urgently finalise the IRP and IEP, while the Department of Public 
Enterprises and Eskom must clarify Eskom’s financial and operating model. DTI to scale up 
support for manufacturing of utility and non-utility scale renewable energy components. 
Legislation must be revised to allow municipalities to procure their own IPPs.  

3. Independent Power Producers to improve the local impacts of their ESD and procurement spend. 
  



 Policy Brief 1.7c: Low-Carbon  

Electricity Transition 
August 2018  

51 | P a g e  

 

Low-Carbon Electricity Transitions: Appendices 

Just Transition Process 

• As a result of labour organisations’ and their allies’ efforts, the United Nations’ Paris Agreement 
on climate change notes the imperative of a just transition of the workforce and the creation of 
decent work as essential elements in global and national responses to climate change. 

• A South African Just Transition Taskforce should be established, driven by the Presidency and 
housed in NEDLAC, involving all the social partners. 

• The National Planning Commission is running a programme ‘Developing models and pathways 
for a low-carbon economy and climate-resilient society’ with all social partners. The desired 
outcome is progress toward a social compact about the kind of economy we want and how to 
get there.51 Labour could get more actively involved. 

• In 2016 ITUC established a Just Transition Centre with partners. The Centre brings together 
workers and their unions, communities, businesses and governments in social dialogue to 
‘ensure that labour has a seat at the table when planning for a Just Transition to a low-carbon 
world’.52 

• A labour and civil society Just Transition Charter could be developed. There are existing polices 
and guidelines that could provide a framework from labour’s perspective: 
– For example, in 2011, the COSATU Central Executive Committee adopted a Policy Framework 

on Climate Change, which comprises 15 principles. The principles were included in a 2012 
COSATU booklet ‘A just transition to a low-carbon and climate resilient economy: A call to 
action’.53 

– In 2015, the International Labour Organisation constituents adopted ‘Guidelines for a just 
transition towards environmentally sustainable economies and societies for all.’ The 
Guidelines offer a framework and a tool to ‘ensure that national and global efforts to tackle 
climate change advance employment creation goals, social justice and promote just 
transitions for workers, enterprises and communities.’54 

• The role of unions in a transition: 
– On the next page are ideas from South African unionists about union actions in a transition. 

The ideas arose in transport union workshops run in five provinces in 2013, noting that these 
were not decision-making forums. The workshops involved identifying the sources of carbon 
emissions in the transport sector, and what can be done about those. Participating unionists 
developed ideas to reduce emissions while at the same time protecting the interests of 
workers; and discussed what the union could do to take the issues forward.  

– There are examples from elsewhere, for example Germany’s mine union, IG Bergbau, 
participated in promoting early retirement and shift-time reduction as a means of slowly 
winding down that country’s coal industry.  

  

                                                             

51 www.sustainable.org.za/project.php?id=55 
52 www.ituc-csi.org/just-transition-centre?lang=en 
53 See www.cosatu.org.za/show.php?ID=5679 and www.cosatu.org.za/docs/policy/2012/climatechange.pdf. 
54 www.ilo.org/wcmsp5/groups/public/---ed_emp/---emp_ent/documents/publication/wcms_432859.pdf 

http://www.cosatu.org.za/show.php?ID=5679
http://www.cosatu.org.za/docs/policy/2012/climatechange.pdf
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Union at national level 

• Need to develop a national union policy and strategy for 
a transition. This would involve consolidating union 
mandates and researching international trends. 

• National office bearers can co-ordinate calling joint or 
umbrella meetings of the relevant Bargaining Councils. 
Then it is easier for sector co-ordinators to take it up. 

• There may be inter-union issues to work on collectively. 

• Engage NEDLAC to amend any relevant legislation. 

• Create job loss fund for retrenched and older workers.  

• Take to the federation the proposal that it co-ordinate a 
national process for passing members from one union to 
another when there are sector changes, so that members 
are not lost. 

At workplace/local level  

• Climate change updates and information and awareness 
raising must be put on the agenda of monthly meetings 
with employers.  

• Engage management of all companies about what their 
carbon reducing plans are. This might also involve 
negotiating with management about making changes in 

the workplace and in the work process to cut emissions. 

• Encourage energy saving measures in the workplace. 
Present cost-benefit analysis to management to show 
them how they will save on electricity and fuel costs if 
changes are implemented. 

• Negotiate that any savings made by the company 
because of carbon emission reducing measures are 
shared with workers. 

• Use workplace and bargaining forums to ensure 
management keeps workers informed about changes to 
technologies. 

• Negotiate with management about driver training so that 
drivers can drive more efficiently. 

• Recruitment of new members is important – the bigger the 
union membership, the more the demands and plans of 
the union carry weight. 

• Engage and sensitize members on possibilities of job 
losses and gains from carbon reduction measures. 

• At a provincial level, work with media, schools, members 
of public, NGOs and civil society to raise awareness. 

At sector level 

• Urge larger companies to develop a ‘mobility plan’ to 
make travel to and from work more energy efficient and 
time friendly to workers. 

• At provincial level identify sector contributing most to 
emissions and run campaigns at provincial level 
educating this sector. 

• Union to form teams within the high-emission contributing 
sectors and be at the forefront of advocating issue of 
climate change. 

Collective bargaining 

• A strategy for national, provincial and local bargaining. 

• Shopstewards to engage management to begin to budget 
for emissions reductions and training of workers for the 
transition. 

• Companies don’t have green policies – this must be 
included in all negotiations. 

• Defend working conditions as companies make low-
carbon changes. 

• Incorporate climate protection arguments into bargaining 
around issues of commuting and flexible hours. 

• Encourage employers to incentivise use of public 
transport. Promote bicycling and walking. 

• Prepare for possible retrenchments by compiling 
demands now already. 

• One of these demands must be that any workers that lose 
their jobs must be reskilled for other work. 

• If there are retrenchments the companies should help 
workers to set up cooperatives, and then actively support 
the cooperatives by buying from them. 

• Demand that new jobs be decent, not casualised. Many 
can be in communities e.g. walking children to school. 

Research to inform union strategy 

• Research what companies where we organise are doing 
that causes emissions, and any plans they have to reduce 
emissions. These plans may affect working conditions, 
may change processes and technologies, or involve 
restructuring. 

• Do research at workplace and provincial level to get 
information about workers; what categories companies 
might start retrenching; what are new jobs emerging?  

• Analyse what jobs will be lost or gained, and by who. 

Education and training  

• Induction process for bus drivers to know that they are 
delivering a public service and therefore need to work 
hard to make sure buses run on time and are reliable. 

• Engage TETA (Transport SETA) about providing skills to 
workers that are required in a low-carbon economy. 

• Negotiate education and training for workers in new 

technologies and skills that will be needed. 

• Skills levies to be used for retraining. 
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Stream 1, Policy Brief 7d: Mining for a Low-Carbon Economy 

Policy brief submitted to the Labour Caucus in the Jobs Summit Economic Sector Interventions working 

group by the Institute for Economic Justice (IEJ). 

Stream:   Economic Sector Interventions Stream, brief 7d 

IEJ Collaborator: Louise Naudé and Kate Rivett-Carnac  

WWF 

1. The nature of the problem 
 

Mining is under pressure in South Africa with many thousands of jobs having been lost in the sector in 

recent years, and no sign of this trend ending soon. The pressures are both local and global and arise 

from a number of factors including shifting demand, declines in certain commodity prices, and 

increasingly expensive operations in South Africa, including the prevalence of older technologies and 

systems for extracting resources. Policy uncertainty has also played a role, and limited new 

investments in mining. 

The role of coal in South Africa’s economy is a particular challenge. Coal – and cheap energy derived 

from it – allowed South Africa to become the most industrialised economy in Africa. Coal was a cheap 

energy source and cheap energy was critical to the mining sector and other energy-intensive industries 

such as steel-making, smelting, development of the railways, construction and other ancillary 

industries such as heavy manufacturing and the chemicals. In the process, it created an economic path 

dependency in which mining and heavy industry remain at the heart of our industrial trajectory and 

exports. Coal constitutes a significant supplier of electricity and a sizeable portion of the liquid fuels 

needs of the country, thereby producing the bulk of South Africa’s greenhouse gas emissions (‘carbon 

emissions’) which cause climate change. 

Coal is under pressure in ways that over time will impact negatively on South Africa’s coal mining value 

chain and coal exports, as well as our carbon-intensive products produced using electricity derived 

from coal-fired power plants. With climate change becoming a significant factor in global and domestic 

policy and business decisions, South Africa’s coal exports are exposed to the risk of shrinking markets, 

and exports of our carbon-intensive products (including locally produced iron and steel, and 

combustion engines) will increasingly face trade barriers such as border tax adjustments.55 Already the 

European Union has said a binding reference to the Paris Agreement on climate change will be 

required in all European Union trade agreements from now on, and it has halted trade talks with the 

USA which threatened to pull out of the Paris Agreement56. It is becoming harder to receive financing 

for coal-fired power plants from development finance institutions, and investors are shifting away 

from fossil fuels albeit at a snail’s pace. 

At the same time as we need the mining jobs and outputs, mining comes at a social price: mining is 

dangerous work and mineworkers suffer health impacts and lose their lives, while local communities 

experience negative health and water impacts, land for agriculture and biodiversity is lost, water is 

                                                             

55 Jooste, M.; Winkler, H.; van Seventer, D.; Truong, T.P. 2009. The effect of response measures to climate change on South 
Africa's economy and trade. ERC, UCT. 
56 http://www.independent.co.uk/news/world/europe/eu-trade-deal-paris-climate-change-accord-agreement-cecilia-
malmstr-m-a8206806.html 
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poisoned, and the state and individuals pay to redress these effects. In addition, coal mining and use 

is highly water intensive, placing further strains on our water scarce country. Climate change impacts 

are the most significant social cost of coal, disproportionately falling upon the poor. 

Given all these drivers to shift away from coal mining in time, South Africa would be best served by 

thinking strategically about mining jobs, ensuring workers can enter other jobs and have a social 

protection safety net, addressing impacts on mining affected communities, how to replace lost 

national income and taxes, as well as how to shift the mining sector towards a low-carbon, climate-

resilient future. Not to do so is to make our economy and residents – particularly the poor – 

increasingly vulnerable and to lock us further into a perverse economic pathway.  

2. Previous agreements by social partners to address the issue 
 

In 2002, the Mineral and Petroleum Resources Development Act was enacted. In 2013, a Draft 

Amendment Bill was published and was later passed by the National Assembly and the National 

Council of Provinces but then referred back to Parliament by the President, where it remains, due to 

concerns over its constitutionality. It has relevance to the new Mining Charter under discussion in 

South Africa as it declares that mining companies intending to export minerals from South Africa would 

first have to apply for a license from the Mineral Resources Minister, who might apply certain 

conditions, such as quotas on export volumes or a preferential domestic supply quota for ‘strategic’ 

minerals such as iron ore and coal. During the course of 2017, additional amendments included that 

mining permits would only be granted to majority black-owned South African companies57. 

A new Mining Charter has been under discussion for some years with the latest version published in 

June 2018. It seeks to address transformation of the mining sector and upliftment of mining 

communities, and has been the subject of major contestation between the parties. 

The Act and its amendments and the Charter do not address climate change considerations. 

3. The proposed approach and proposals 

Three approaches are required simultaneously: 

1. Increase investment into metals and minerals needed in a low-carbon economy 

• The transition to a low-carbon economy is contingent on the availability of the metals and 
minerals necessary for the manufacturing of ‘clean’ technologies58. These include technologies 
in the energy and other sectors that decrease dependence on polluting fossil fuels, that reduce 
greenhouse gas emissions, and that increase energy efficiency. All these technologies cannot be 
built without metals such as steel and aluminium, as well as rare earth elements59. South Africa 
has the highest deposits in the world in platinum group metals (PGMs), chromium, and 
manganese. The market is both for beneficiation within South Africa and for export. 

• Examples of mineral and metals for low-carbon technologies include: 

– Steel is key for building foundations, towers, gear boxes, hydraulic systems for wind energy 

                                                             

57 www.fin24.com/Finweek/Featured/the-great-minerals-amendment-bill-mystery-20180409 
58 Read more in WWF, 2018. A low-carbon sunrise for the mining industry. Available at 
www.wwf.org.za/report/low_carbon_sunshine_for_mining_industry. 
59 A group of 17 chemically similar elements including for example, indium, gallium, tellurium and germanium. 

http://www.wwf.org.za/report/low_carbon_sunshine_for_mining_industry
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technologies, and barrages and turbines for tidal energy.  

– Aluminium is required for rotor blades and pumped storage hydropower.  

– Platinum-based fuel cells are being explored to supply heat (and decentralised power) to 
buildings and industries (in cold climates).  

– Hybrids and plug-in hybrids, full electric vehicles and fuel cell vehicles require metals in high-
tech parts like batteries, electro-motors and fuel cells; PGMs for exhaust system catalysts, 
catalysed particulate filters and emission absorbers; chromium, manganese, aluminium, iron 
ore and coal for the body of the car; copper, gold platinum and tungsten for the wiring and 
circuitry; and cobalt, lead, lithium and rare earth oxides for batteries. 

• The Public Investment Corporation (PIC) has joined forces with Anglo American Platinum to 
promote the development of innovative and competitive technological uses of PGMs and 
support an ailing platinum industry. Each party has committed R1.3 billion to the first venture 
capital fund of its kind focused on the use of PGMs60. More initiatives of this nature are required 
to explore and invest in the potential of minerals and metals for low-carbon technologies and 
their linkages into manufacturing, particularly where operations are to be based in South Africa. 

2. Redeploy mineworkers from closing mines to local municipal infrastructure programmes 
 

This is a more realistic and helpful approach than imagining that retrenched miners and their 

families should uproot to find jobs elsewhere requiring skills that don’t necessarily match theirs. It 

also keeps local economies afloat and provides service delivery infrastructure. 

• Redeploy retrenched miners, to develop, rebuild and maintain infrastructure within 
municipalities where the mines have operated. There exists an opportunity to link this 
programme to the recent announcement that the Department of Cooperative Governance and 
Traditional Affairs (COGTA) will deploy teams of engineers and experts to tackle infrastructure 
and governance issues at 87 distressed municipalities across the country61. This requires 
coordination between COGTA, Treasury, unions and owners of distressed mines, as well as 
involving the affected mineworkers and local communities. 

• Some of the skills that mineworkers already have are transferable to such infrastructure work. 
Further reskill mineworkers using the Skills Levy and working with the SETAs. Engage SETAs now 
already to prepare programmes (which more generally applies for skills for a low-carbon, 
climate-resilient economy). 

3. Establish a national programme on the rehabilitation of mines and other economic activities 
linked to and around mines 

• The Department of Mineral Resources (DMR) has determined that there are more than 6 000 
derelict and ownerless mines that require rehabilitation. If 50 jobs were created at each of these 
mines this would amount to some 300 000 jobs. Partnerships are required between the mines, 
COGTA, and others to realise this. 

• There also exists an opportunity to create local jobs and benefit local communities through eco-
system rehabilitation and other economic activities around mines. In one example, 100 jobs will 
be created to rehabilitate the Tweelopiespruit, the receptor dams and wetlands over a period of 

                                                             

60 www.iol.co.za/business-report/companies/r26-billion-shot-in-the-arm-for-pgms-16076537 
61 www.timeslive.co.za/politics/2018-08-06-engineers-and-experts-ready-to-rescue-87-troubled-municipalities-says-mkhize 
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a year62. 

• A number of research papers and programmes already exist on complementary opportunities 
related to mines: 

– The Mining Phakisa suggests the establishment of a Mining-Agri Fund to realise new job 
creation projects in agriculture and processing using mining land and water to the value of 
around R10 million per annum over 5 years63. 

– The University of Cape Town’s Resilient Futures group is investigating whether fibre-rich 
biomass can be used to rehabilitate degraded land. 

– A 2015 Green Fund policy brief explores the potential for dormant urban mines as sites for 
solar PV, pumped storage and a combination of the two. 

• Unions and mining-affected communities (of which miners are also part), should play a central 
role in shaping any of the programmes above. There are organisations of these communities, 
who have firsthand knowledge of the local situation and impacts of mining. 

4. Policy options 

• Finalise the Mineral and Petroleum Resources Development Bill and Mining Charter to create 
policy certainty and incorporate climate change considerations. 

• Protect important environmental and strategic water source areas from prospecting and mining 
through the promulgation of ‘no go zones’. 

• Put in place a Just Transition Taskforce, with a workstream on mining to chart and manage low-
carbon transitions in the sector. 

• Since the adoption of the National Climate Change Response Policy White Paper in 2011, the 
Department of Environmental Affairs (DEA) has been pursuing a suite of policy measures and 
instruments to foster climate change mitigation and adaptation, subject to much contestation 
from heavy emitters against the public interest to address climate change sooner rather than 
later. In particular, the system of carbon emissions allowances for companies and a draft Climate 
Change Bill needs to be put in place in 2018 still.64 This will create policy certainty, not least for 
the low-carbon economy waiting in the wings. 

• Since 2010, Treasury has sponsored a carbon tax. The purpose is to reorientate the economy in 
a low-carbon direction by making lower carbon investments and products relatively more 
attractive than high-carbon ones, thus ultimately buffering the economy against trade and 
geopolitical impacts of global low-carbon moves, and to shift the social costs of carbon onto 
those causing them – the polluter pays principle. A draft Carbon Tax Bill is being discussed in a 
NEDLAC task team. 

5. Financing 

• The Auditor General estimates the costs of rehabilitation of more than 6 000 derelict and 

                                                             

62Liefferink, 2016. Rehabilitation of mine contaminated wetlands, eco-systems and receptor dams. AIDC and 
Frederich Ebert Stigtung 
63 Draft Mandela Mining Precinct Jobs Summit Colloquium input. 
64 See Government Gazette Vol. 636 No. 41689 of 8 June 2018 
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ownerless mines at R32 billion of state funds. Rehabilitation of mine sites must be paid for by 
the responsible mining companies, another case of the polluter pays principle. Legislation 
stipulates that all mining operations within South Africa are required to make provision for 
environmental rehabilitation during the life of the mine and at closure. 

• R&D for new technologies (bio-ores and the like) and new economic activities at mines can be 
supported by universities, CSIR and other expert institutions, and should also be invested in by 
mining companies. There could be an addition for R&D to the mining rehabilitation funds 
companies must set aside. The pilots for such research themselves will employ people. 

• Mining companies should commission research and invest in the metals and minerals which 
provide growing opportunities (as in the case of the recent partnership announced between 
AngloPlats and the PIC). 

• The Department of Trade and Industry (DTI) should support the low-carbon manufacturing 
opportunities associated with these metals and minerals and low-carbon and climate-resilient 
technologies. 

6. The role of state institutions and social partners 
 

• COGTA, Treasury, municipalities, unions and communities around mines can work together to 

identify opportunities for forthcoming retrenched mineworkers in infrastructure plans at 

municipalities. 

• In conjunction with the SETAs, mining companies must look at reskilling miners using the Skills 

Levy. 

• The Chamber of Mines, together with DMR, the DTI and banks needs to prioritise a work 

programme to unlock funding for more efficient processes and technologies, and R&D within 

new minerals for low-carbon manufacturing as well as investment in mining and processing 

operations. 

7. Sequencing and timeframes 
 

The next steps are: 

1. Establish a Just Transition Taskforce driven by the Presidency and housed in NEDLAC, involving all 

the social partners, with a clear agenda on critical sectors and interventions to shift towards a low-

carbon and climate-resilient economy. 

2. In the context of a ‘just transition’, unions and mining companies, together with the Department 

of Labour, and the SETAs – and COGTA in the case of the teams being sent to 87 municipalities – to 

embark on pre-emptive initiatives to redeploy and reskill mineworkers in resource sectors set to 

shrink (like coal). 

3. DMR and DEA to establish a national programme to rehabilitate derelict and abandoned mines and 

look at alternatives and complementary economic activities at mines. 

4. In preparation for the coming Presidential Investment Summit, mines and banks, particularly 

Development Finance Institutions, to prepare proposals to increase R&D and investments into 

mining of minerals needed for low-carbon technologies. The proposals could look into support by 

DTI in respect of beneficiation of metals and minerals.  
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Mining for a Low-Carbon Economy Policy Brief: Appendices 

Just transition processes 

As a result of labour organisations’ and their allies’ efforts, the United Nations’ Paris Agreement on 

climate change notes the imperative of a just transition of the workforce and the creation of decent 

work as essential elements in global and national responses to climate change. 

A South African Just Transition Taskforce should be established, driven by the Presidency and housed 

in NEDLAC, involving all the social partners. 

The National Planning Commission is running a programme ‘Developing models and pathways for a 

low-carbon economy and climate-resilient society’ with all social partners. The desired outcome is 

progress toward a social compact about the kind of economy we want and how to get there.65 Labour 

could get more actively involved. 

In 2016 ITUC established a Just Transition Centre with partners. The Centre brings together workers 

and their unions, communities, businesses and governments in social dialogue to ‘ensure that labour 

has a seat at the table when planning for a Just Transition to a low-carbon world’.66 

A labour and civil society Just Transition Charter could be developed. There are existing polices and 

guidelines that could provide a framework from labour’s perspective: 

For example, in 2011, the COSATU Central Executive Committee adopted a Policy Framework on 

Climate Change, which comprises 15 principles. The principles were included in a 2012 COSATU 

booklet ‘A just transition to a low-carbon and climate resilient economy: A call to action’.67 

In 2015, the International Labour Organisation constituents adopted ‘Guidelines for a just transition 

towards environmentally sustainable economies and societies for all.’ The Guidelines offer a 

framework and a tool to ‘ensure that national and global efforts to tackle climate change advance 

employment creation goals, social justice and promote just transitions for workers, enterprises and 

communities.’68 

The role of unions in a transition: 

On the next page are ideas from South African unionists about union actions in a transition. The ideas 

arose in transport union workshops run in five provinces in 2013, noting that these were not decision-

making forums. The workshops involved identifying the sources of carbon emissions in the transport 

sector, and what can be done about those. Participating unonists developed ideas to reduce emissions 

while at the same time protecting the interests of workers; and discussed what the union could do to 

take the issues forward.  

There are examples from elsewhere, for example Germany’s mine union, IG Bergbau, participated in 

promoting early retirement and shift-time reduction as a means of slowly winding down that country’s 

coal industry.  

                                                             

65 www.sustainable.org.za/project.php?id=55 
66 www.ituc-csi.org/just-transition-centre?lang=en 
67 See www.cosatu.org.za/show.php?ID=5679 and www.cosatu.org.za/docs/policy/2012/climatechange.pdf. 
68 www.ilo.org/wcmsp5/groups/public/---ed_emp/---emp_ent/documents/publication/wcms_432859.pdf 

http://www.cosatu.org.za/show.php?ID=5679
http://www.cosatu.org.za/docs/policy/2012/climatechange.pdf
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Union at national level 

• Need to develop a national union policy and strategy for 
a transition. This would involve consolidating union 
mandates and researching international trends. 

• National office bearers can co-ordinate calling joint or 
umbrella meetings of the relevant Bargaining Councils. 
Then it is easier for sector co-ordinators to take it up. 

• There may be inter-union issues to work on collectively. 

• Engage NEDLAC to amend any relevant legislation. 

• Create job loss fund for retrenched and older workers.  

• Take to the federation the proposal that it co-ordinate a 
national process for passing members from one union to 
another when there are sector changes, so that members 
are not lost. 

At workplace/local level  

• Climate change updates and information and awareness 
raising must be put on the agenda of monthly meetings 
with employers.  

• Engage management of all companies about what their 
carbon reducing plans are. This might also involve 
negotiating with management about making changes in 

the workplace and in the work process to cut emissions. 

• Encourage energy saving measures in the workplace. 
Present cost-benefit analysis to management to show 
them how they will save on electricity and fuel costs if 
changes are implemented. 

• Negotiate that any savings made by the company 
because of carbon emission reducing measures are 
shared with workers. 

• Use workplace and bargaining forums to ensure 
management keeps workers informed about changes to 
technologies. 

• Negotiate with management about driver training so that 
drivers can drive more efficiently. 

• Recruitment of new members is important – the bigger the 
union membership, the more the demands and plans of 
the union carry weight. 

• Engage and sensitize members on possibilities of job 
losses and gains from carbon reduction measures. 

• At a provincial level, work with media, schools, members 
of public, NGOs and civil society to raise awareness. 

At sector level 

• Urge larger companies to develop a ‘mobility plan’ to 
make travel to and from work more energy efficient and 
time friendly to workers. 

• At provincial level identify sector contributing most to 
emissions and run campaigns at provincial level 
educating this sector. 

• Union to form teams within the high-emission contributing 
sectors and be at the forefront of advocating issue of 
climate change. 

Collective bargaining 

• A strategy for national, provincial and local bargaining. 

• Shopstewards to engage management to begin to budget 
for emissions reductions and training of workers for the 
transition. 

• Companies don’t have green policies – this must be 
included in all negotiations. 

• Defend working conditions as companies make low-
carbon changes. 

• Incorporate climate protection arguments into bargaining 
around issues of commuting and flexible hours. 

• Encourage employers to incentivise use of public 
transport. Promote bicycling and walking. 

• Prepare for possible retrenchments by compiling 
demands now already. 

• One of these demands must be that any workers that lose 
their jobs must be reskilled for other work. 

• If there are retrenchments the companies should help 
workers to set up cooperatives, and then actively support 
the cooperatives by buying from them. 

• Demand that new jobs be decent, not casualised. Many 
can be in communities e.g. walking children to school. 

Research to inform union strategy 

• Research what companies where we organise are doing 
that causes emissions, and any plans they have to reduce 
emissions. These plans may affect working conditions, 
may change processes and technologies, or involve 
restructuring. 

• Do research at workplace and provincial level to get 
information about workers; what categories companies 
might start retrenching; what are new jobs emerging?  

• Analyse what jobs will be lost or gained, and by who. 

Education and training  

• Induction process for bus drivers to know that they are 
delivering a public service and therefore need to work 
hard to make sure buses run on time and are reliable. 

• Engage TETA (Transport SETA) about providing skills to 
workers that are required in a low-carbon economy. 

• Negotiate education and training for workers in new 

technologies and skills that will be needed. 

• Skills levies to be used for retraining. 
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Stream 2, Policy Brief 1: Macroeconomy 

Policy brief submitted to the Labour Caucus in the Jobs Summit Inclusive Growth working group by the 

Institute for Economic Justice (IEJ). 

Stream:   Inclusive Growth Stream, brief 1 

IEJ Collaborator: Gilad Isaacs, Duma Gqubule and Redge Nkosi 

Institute for Economic Justice, Centre for Economic Development and 

Transformation, and First Source Money (respectively) 

 

1. Why macroeconomic policy must be part of the Jobs Summit discussion  

The traditional South African approach by economists, business and government to solving the 

country’s unemployment challenge revolves around addressing issues like skills, labour laws, labour 

brokers, strikes, wages, equity, and related microeconomic aspects. While these issues do matter, this 

approach does not fully address the nature of the problem. It is precisely because of this approach 

that past efforts to curb unemployment have failed to yield desired outcomes. 

Firstly, unemployment or employment is a macroeconomic phenomenon. As such, attempting to solve 

a macroeconomic challenge using microeconomic doctrines disregards the role that macroeconomic 

variables have on shaping employment levels. The impact of variables such as deficits, debt, inflation, 

finance/savings, etc. on unemployment is critical.  

Secondly, South Africa’s experience shows that attempting to solve this stubborn macroeconomic 

problem with microeconomic interventions – as has dominated policy making to date – have failed to 

address this intractable problem.  

Thirdly, microeconomic reforms are unlikely to have an immediate and direct impact on the economy, 

and unless immediate bold intervention is taken, the economy will continue to stagnate.  

In recognition of the centrality of both fiscal and monetary policies to (un)employment, JM Keynes 

(1980: 267) stated that the principal objective of fiscal policy was to solve “the real problem, 

fundamental yet simple… (namely) to provide employment for everyone”.  Keynes (1930: 220) was 

equally categorical on monetary policy as providing the “pavement… in order that the productive 

powers of the community can be employed at their full capacity”.  

It is thus clear that any serious deliberations about solving the unemployment crisis in South Africa 

without bringing in an employment-centric macroeconomic policy approach will be futile. In this 

instance, even targeting the output gap instead of the labour gap69 will not help clear the 

unemployment problem we face. 

 

 

                                                             

69 Targeting an increase in economic output – closing the gap between potential and actual economic 

output – in order to spur employment.  
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2. Nature of the problem 

Macroeconomic policy in South Africa has not been geared towards developmental ends. This is a long-

standing problem as discussed below.  

 

From both a monetary and fiscal perspective, South African policies would generally be described as 

contractionary. The phrase contractionary is derived from the way such policies contract the economy. 

Contractionary fiscal policy mostly involves the cut in fiscal spend, whereas contractionary monetary 

policy is about raising interest rates.  

 

Recently, the risks posed by the prevailing macroeconomic policy approach have been accentuated. 

This has occurred because of the growing imposition of fiscal austerity and the on-going contractionary 

nature of monetary policy in the face of persistently sluggish economic growth.  

 

In the three years between 2016/17 and 2018/2019 (see Table 1 in the Appendix), average annual 

growth in government expenditure (in real terms) excluding interest payments was 0.3%, population 

growth was 1.6% This shows that per capita expenditure is actually falling.  

 

In 2017/18, economic affairs, housing and community amenities, agriculture and public order and 

defence all saw falls in their expenditure (of -3%, -2%, -3.6% and -0.4% respectively). In 2018/19, the 

health budget will fall by -0.1%. Given the scale of the crises faced in sectors across the economy, such 

a situation poses significant risks. 

 

Austerity has proven extremely harmful internationally. In the wake of the global financial crisis (GFC) 

numerous countries imposed austerity in order to reduce debt burdens (or so their governments 

claimed). In all cases austerity has led to a contraction in the economy and an undermining of social 

services. As David Stuckler and Sanjay Basu show in their book The Body Economic: Why Austerity Kills, 

this is not a new result. When comparing states in the United States during the great depression, 

countries after the collapse of the Berlin Wall and economies in the wake of the GFC, those that 

instituted austerity saw far worse outcomes than comparable countries who pursued a stimulatory 

route. Further, austerity has failed to reduce relative debt burdens, as GDP shrinks the debt-to-GDP 

ratio rises even if gross debt is reduced.  

 

Contractionary monetary policy – through raising of interest rates in an attempt to reduce the money 

supply and depress demand in order to control inflation – can be equally as harmful.  

 

Between June 2006 and June 2008, the South African Reserve Bank (SARB) raised its repo rate by 500 

basis points while virtually every central bank in the world cut rates in the wake of the GFC. The SARB 

did cut its rate between December 2008 and July 2012 but by much less than most other developing 

countries. The South African economy faired far worse than many of its peers during this period, 

although there was a modest recovery between 2010 and 2013. However, tighter fiscal and monetary 

policies after 2014 contributed towards putting on the economic brakes, and at the start of 2014, the 

SARB began another cycle of tightening.  
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While these contractionary fiscal and monetary stances have intuitive appeal, they often lead to 

reduced output, increase in unemployment and expansion of deficits and thus debt. 

 

In environments of both monetary and fiscal contractions, prospects for job creation are reduced. 

Often, these positions lead to an increase in unemployment, which in turn impacts on aggregate 

demand and thus poor growth. With both monetary and fiscal policies tightened, the economy is 

unlikely to recover quickly without an active hand from government.  

 

The most plausible way to revitalise the economy is therefore through either a fiscal or monetary 

stimulus. A coordinated approach to raising aggregate demand and or increasing lending to the 

productive sectors of the economy is known to be the most effective way of spurring growth. 

 

However, since 1996, South Africa has adopted an “orthodox” macroeconomic policy framework – 

reducing tax rates, limiting borrowing, moderate increases in fiscal expenditure, widespread trade and 

financial liberalisation, financial sector deregulation and containing inflation through short-term 

interest rate manipulation (inflation targeting) together with an “independent” central bank. The state 

has largely been cast in the role of a “market enabler”, attempting to ensure “business confidence”, 

rather than an interventionist state that should strongly steer the course of development in the 

country. In the first decade of democracy, industrial policy was weak and public sector spending and 

borrowing was perceived to “crowd-out” private sector investment. The focus throughout has been 

on creating a “stable environment” in which it was presumed the private sector would invest, including 

through significant foreign direct investment (FDI).  

 

Large-scale, job-creating investment has not been the result of this macroeconomic framework. 

Rather, short-term money flows dominate the capital account, moderate spending has left South 

Africa with a massive housing backlog, failing schools, and a looming health crisis, to mention but a 

few sectors, and investment has been contained by high interest rates, a lack of domestic demand, 

and poor industrial policy. Instead of investment, private sector funds have been channelled into 

speculative finance or remain idle. The growth path of the economy has shifted somewhat with de-

industrialisation and financialisation coming to the fore. However, the underlying political economy of 

an economy dominated by mining, mining-linked manufacturing, finance and now services, with weak 

manufacturing sectors, all supported by low wages for the majority, has remained in place. This has 

fuelled high levels of joblessness, poverty and inequality. 

 

3. Previous agreements by social partners to address the issue 

Macroeconomic policy has largely been a “no go area” within Nedlac since GEAR was imposed 

unilaterally in 1996, undermining Nedlac and the concept of social partner engagement. The trade 

union movement has a long history of pushing for a macroeconomic policy framework that supports 

growth and development.  

Labour positions on monetary policy: 

• As early as 1998, COSATU raised questions about Government’s approach to monetary policy 

in its submission to the standing committee on Finance on the role of the South Africa Reserve 

https://www.google.com/url?sa=t&rct=j&q=&esrc=s&source=web&cd=1&cad=rja&uact=8&ved=0ahUKEwiYyrfs2t3UAhWjAsAKHYlxDhIQFggnMAA&url=http%3A%2F%2Fwww.cosatu.org.za%2Fshow.php%3FID%3D793&usg=AFQjCNE-ZDZWZW4kiNqUc7akS3qpvCxA8g
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Bank (SARB) and Monetary Policy, and numerous COSATU Policy documents and Congress 

Resolutions raised concerns that the SARB’s approach to maintaining high interest rates was 

stifling the economy. 

• COSATU made a comprehensive input on this issue to the 2008 Alliance Summit. 

• A series of policies were proposed by COSATU in the wake of the global financial crisis. 

• COSATU’s 2010 Growth Path Towards Full Employment notes: “Employment will be the 

primary target of monetary policy, whilst price stability plays a subordinate role; Monetary 

policy will support industrial development; Foreign exchange control measures will be an 

essential part of monetary policy; Exchange rate management will be one of the pillars of the 

monetary policy framework; Reserve Bank asset and liability management will have to be 

aligned to our development mandate, in order to strengthen the capacity of the state and the 

economy to deal with the balance of payments problem; Monetary policy must support an 

expansionary developmental fiscal policy;  A broader and more sophisticated framework of 

fiscal monetary co-ordination (is required).” 

Important recent milestones upon which Labour could build include: 

• Inclusion in the ANC 2009 Elections Manifesto that: “Fiscal and monetary policy mandates 

including management of interest rates and exchange rates, need to actively promote creation 

of decent employment, economic growth, broad-based industrialisation, reduced income 

inequality and other developmental imperatives.” 

• The Government’s 2009 Medium Term Strategic Framework notes the importance of: 

“Promoting the creation of decent employment, economic growth, broad-based 

industrialisation, reduced income inequality and other developmental imperatives and 

maintaining a stable pro-employment macroeconomic environment… Maintaining 

countercyclical monetary and fiscal policies and ensuring an optimal policy mix between the 

two policy instruments in dealing with both the short- and long-term management of macro 

balances and imbalances.” 

• The precedent of the Minister of Finance Pravin Gordhan writing to the SARB in 2010, saying: 

“The recession, and its negative impact on the lives of ordinary people, has taught us many 

lessons about the importance of pursuing policies that promote sustainable and balanced 

growth. It has also heightened the urgency for South Africa to chart a new growth path that 

allows the economy to achieve faster growth with more job creation.” 

• The National Development Plan notes: “The mandate of the Reserve Bank gives it the license 

to take factors such as the exchange rate and employment into account in conducting 

monetary policy”.  

• The ANC 2012 conference resolved that: “South Africa requires a flexible monetary policy 

regime, aligned with the objectives of the second phase of transition. Without sacrificing price 

stability, monetary policy should also take account of other objectives such as employment 

creation and economic growth. In this regard, government should engage with the new 

wisdom developing on macroeconomic policy around the world in response to past failures 

and the global crisis.” 

• The 2014 ANC manifesto reads: “Our job creating and inclusive growth path will require 

macroeconomic policies that address unemployment, poverty and inequality; promotion of 
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investment in the productive economy; addressing the poor lending practices and excessive 

charges in the financial sector; and making the financial sector more inclusive and accessible.” 

• The agreement that the NDP is a “living document” and that the economic chapter is not cast 

in stone is the outcome of opposition to the orthodox framework proposed therein.  

 

4. Proposed approach 

As already argued, South Africa cannot pursue job creation without moving away from contractionary 

fiscal and monetary policies. It is critical that we boost demand in the economy and allow for ease of 

access to credit for productive sectors in order to grow supply. Neither of these can be solved by 

microeconomic interventions alone.  

In addition to the need for a fiscal stimulus and monetary policy that supports expanding investment, 

South Africa also requires monetary policy that ensures forms of financial stability and global 

integration that encourage investment in the productive sectors of the economy. Principally this 

requires containing short-term speculative capital flows and short-term speculative trading of rand 

assets, curbing capital flight and stabilising the exchange rate, while concurrently encouraging 

greenfield foreign direct investment in the productive sectors of the economy (i.e. FDI to establish new 

industries). This requires the judicious use of capital controls, reducing interest rates, and steering 

funds away from speculative investment.  

 

5. Specific policies 

5.1. Fiscal stimulus 

We propose a R500bn fiscal stimulus over three years; this is approximately 3% of GDP. This is below 

the fiscal stimuli that a number of countries successfully implemented in the wake of the GFC. 

The stimulus could be spent in a number of ways: economic and social infrastructure, service delivery 

roll out, social transfers or directly expand public sector employment. We suggest that at least a large 

part is earmarked for economic infrastructure expenditure. According to the National Treasury, the 

fiscal multiplier for such spending is 1.9, the highest in the economy. Therefore additional spending of 

R166 billion on infrastructure (one third of the R500 billion) could increase output by R315 billion.  

There are six avenues through which the necessary funds can be sourced: 

1. Taxation: The majority of government expenditure is sourced from tax revenue. As argued in 

a separate policy brief (2.3: Tax) there is room to increase personal and corporate income tax 

rates, and significant scope to increase or impose new taxes on wealth. There is also room to 

reduce tax breaks given to wealthy households. This said, taxation cannot raise R500bn on its 

own over such a short period. Up to R100 billion (in total) towards a three year fiscal stimulus 

could come from increased taxation, but these funds could also go towards existing budget 

line items with the fiscal stimulus funds sourced elsewhere.  
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2. Borrowing: Despite public rhetoric, South Africa has, by international standards, moderate 

government debt levels. The speed and gusto with which National Treasury aims to reduce 

debt levels – given the dire need for fiscal stimulus – is therefore concerning, although 

unchecked borrowing is not the solution either. Figure 1 shows government debt at 53%, 

projected to rise to 56% of GDP over the medium term. Debt in advanced countries was, on 

average, 105% of GDP in 2016. Notable, in the South African case, is that the 2018 Budget 

shows a far more ambitious debt-reduction plan than the 2017 Medium Term Budget Policy 

Statement (MTBPS) indicating accelerating austerity.  

 

Allowing debt to rise by another 5 percentage points to 60% of GDP in 2019/2020 would raise 

approximately an additional R250 billion. Provided borrowing is invested in growth enhancing 

activities, increased borrowing would not lead to unsustainable debt-to-GDP ratios, as 

increased economic growth would reduce the relative debt burden. Similarly, with economic 

growth and increased wages comes increased tax revenue and the debt service costs could be 

contained through this. 

 

The real danger regarding debt lies in government’s debt guarantee exposure to state owned 

enterprises, Eskom in particular (with an exposure to Eskom of R221 billion, 74% of 

government’s public institutions’ exposure). It is likely that Eskom’s debt levels are 

unsustainable and an urgent social partner compact on rescuing the power utility is needed.  

 

3. A solidarity contribution from the Public Investment Fund / Government Employees Pension 

Fund (GEPF): The PIC has assets over R2.1 trillion. The GEPF is a defined benefit scheme 

meaning that pensioners are entitled to a particular payout irrespective of the size of 

investments held. So long as investments and investment returns are sufficient the GEPF will 

be able to pay out pensioners.  

 

The PIC is currently over-capitalised. The PIC has a funding level of 116% of its obligations, well 

above the target of 90% set by its trustees. The fund is therefore over-capitalised in the region 

of R470 billion.  

 

Funds from the PIC could be used to: 

a. Write off a share of government debt thus allowing for greater borrowing and spending 

by government on essential services 

b. Write off a share of SOE debt, in particular Eskom, thereby removing debt vulnerabilities  

c. Take an equity stake in Eskom, the funds from which can be used to reduce its debt burden 

d. Channelled into a ring-fenced fiscal stimulus fund 

The historic opposition by Labour towards using GEPF funds for such a purpose should be 

reconsidered. The PIC should not simply be maximising returns for its shareholders. The 

massive PIC funds should be leveraged in a manner that is fiscally responsible and does not 

put the pensions of government employees at risk, but which helps to address the urgent 
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challenges of the day. Without a fiscal stimulus, workers will see far more harm than is 

conceivable from using over-capitalised pension funds.  

4. Private sector: The private sector could be required to contribute towards any stimulus in a 

measure equal to government and the GEPF. This can take place through mechanisms such as 

compulsory lending to government from the local financial sector or prescribed assets. South 

Africa has massive private sector institutional investors which sit on trillions worth of 

investments. There is no reason why such savings should not be channelled towards 

developmental ends more forcefully.  

 

5. Monetise debt: The monetisation of debt by the SARB is the direct purchase of government 

bonds (gilts) by the reserve bank. This can be purchased at below market rates thus reducing 

the associated debt service costs (see policy brief 2.2: Monetary). 

 

6. Overt Monetary Financing / monetary transfer: This is a different process where the reserve 

bank transfers money to the fiscal authorities as demanded by national development needs, 

including public works, without creating any debt on the books of the fiscal authority. China is 

a primary user of this approach. It has helped lift people out of poverty by creating millions of 

jobs. The demand arising from the massive employment projects have ended up creating 

supply of its own, and thus growth and development. 

 

As a government banker, the reserve bank can execute such a transfer. Unlike the 

monetisation of debt by the Reserve Bank, this does not incur a cost to the fiscus (see policy 

brief 2.2: Monetary). 

5.2. Monetary policy 

Monetary policy can be altered in a number of ways that would allow it to support the expansion 

rather than the contraction of the economy. 

1. The goal of monetary policy: The goal of monetary policy should be to support sustainable 

and stable growth, the expansion of productive sectors of the economy and employment 

creation, as well as related support to the broader economy. This requires changing the 

mandate of the SARB. This can be done via a letter of instruction from the Minister of Finance 

to the National Treasury or by a change in the legal mandate. The former should be pursued 

immediately and the latter initiated. Nationalising the SARB will not necessarily change its 

mandate but a medium-term process to do so can be initiated in order to bring South Africa 

in line with international norms.  

 

2. Emergency rates cut: An emergency rates cut of at least 2 percentage points is needed in order 

to stimulate investment in the economy.  

 

3. Direct credit provision (see policy brief 2.2: Monetary): The SARB can provide credit directly 

to the productive sectors of the economy in a number of ways. It is important to understand 
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that the primary tool of monetary policy is not control over monetary aggregates (the amount 

of money in the economy), nor the price of money (interest rates), but the volume and type 

of credit available.  

 

This has recently been recognized (in part due to the recent financial crisis). For example, the 

reserve bank of the UK (BoE) and Her Majesty’s Treasury initiated and designed credit policies 

(Funding for Lending etc) to their SMMEs (Churm, et al, 2012). Similar policies were also 

initiated by the reserve banks of Europe (ECB, 2014); Japan (BoJ, 2014) and many other 

nations. Post-war Japan, whose economic model was adopted from Germany, was a prolific 

user of directed credit to the economy. 

 

In this regard, the Reserve Bank balance sheet is the primary and most important monetary 

policy tool.  

 

Credit provision can be done through:  

 

a. Quantitative Monetary Easing (QME): QME for South Africa would entail reserve bank 

credit being given directly to productive economic agents in the economy. Credit would be 

given out both to the reserve bank counterparties and non-counterparties, i.e. to non-

customers of the Reserve Bank (ordinary SMMEs). Credit easing in this context refers to 

DIRECT interventions in what would be described as “unconventional” market segments – the 

economic agents on the ground. The sectors would have been pre-determined by the 

Department of Trade and Industry (DTI) for maximum effects on jobs and growth. Given the 

credit supply shocks to the economy, this form of lending would be the most ideal to quickly 

energise SMMEs (in productive sectors only). The security demanded by the reserve bank 

would be unlike the normal ones counterparties would supply.  

 

b. The other QME targeted lending is the reserve bank boosting commercial bank lending by 

offering explicit incentives to commercial banks to lend to the non-financial private sector. 

The nature of this lending to the private sector would be stipulated by the reserve bank. 

 

There are numerous international cases of such interventions. The ECB and the BoE launched 

the above lending schemes in support of their economies in 2014 and 2012 respectively. And 

so did Japan in 2014. Many other nations frequently use their reserve banks in this manner. 

During their developmental phase, these operations were routine in Asia and in Europe. 

 

c. Quantitative easing through reserve expansion: One dominant modality of quantitative 

easing (QE) has been reserve expansion. This entails the central bank purchasing assets as part 

of a QE programme. This reduces the supply of these assets in the market but does so by 

issuing new central bank reserves. This passes on capital to those who previously held the 

asset. Where the need to flatten the yield curve becomes necessary for whatever monetary 

considerations, the reserve bank can engage in this form of balance sheet operation. This is 

the form that has been most used recently by reserve banks. While they call it QE, it is in fact 
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not QE as the model that gave rise to the phrase QE only applies to QME above and not to this 

form of QE. 

 

4. Renegotiate South Africa’s global financial integration: Monetary policy also pertains to 

South Africa’s global integration. The scope and type of financial liberalisation has brought 

significant instability to the South Africa economy. Most pertinently: a. money coming into the 

economy has been short-term and not channelled into long-term investment; b. this has led 

to appreciation in asset markets (e.g. the stock market and housing prices) unrelated to the 

conditions in the economy; c. asset price movements, most notably the exchange rate, have 

become disconnected from any “real economic indicators” and move based on the trading of 

these assets, this is particularly damaging when it results in exchange rate volatility as it has.  

Capital control measures can include:70  

• Straightforward taxes or withholding taxes on transactions, foreign borrowing, and foreign 

investment in local bonds (for example, Brazil in 2009–12 and Thailand in 2010) – taxes on 

targeted types of capital flows.  

• One important tax is a “Tobin tax” – a tax imposed on financial transactions. 

• Controls on swap and forward-cover transactions (for example, Indonesia, Malaysia, and 

the Philippines in the early 1990s) – limits speculative trading of rand assets.  

• Minimum offshore borrowing or holding periods (for example, Indonesia in 2010 and 

Thailand in 1996) – limit short-term offshoring borrowing by banks that is often channelled 

into asset markets.  

• Unremunerated reserve requirements (URR) on investments of less than a minimum 

holding period, and higher reserve requirements for foreign currency liabilities (for 

example, Chile in 1991–98 and Peru recently) – compulsory non-interest-bearing deposit 

in foreign currency to be lodged with the Central  Bank for a set period (e.g. one year) in 

an amount proportional to the size of the inflow so that the additional cost discourages 

external financing entering through identified channels covered by the mechanism.  

The following additional measures: 

• Limit use of “sterilisation” of capital flows71 as this bears significant fiscal costs and further 

encourages short-term capital inflows. 

5.3. Fiscal and monetary policy working together 

A conventional approach to macroeconomic policy sees a separation between fiscal and monetary 

authorities. This naïve approach to macroeconomic policy management has been costly. Changes to 

this have already happened in the UK with a view to minimising risks inherent in compartmentalised 

macroeconomic operations. 

                                                             

70 http://growthdialogue.org/growthdialog/wp-content/uploads/2017/09/Policy-Brief-Resurgent-Capital.pdf 
71 “Sterilisation” is when government borrows money (in ways that would otherwise be unnecessary) in order 

to reduce the expanded money supply in the economy due to capital inflows.  
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The one fundamental link and necessity for close working relations between monetary and fiscal 

authorities lies not only in the Overt Monetary Financing (OMF) as suggested above but in 

monetisation of fiscal operations. Unmonetised fiscal policy is what makes fiscal policy highly 

ineffective in South Africa and elsewhere. In South Africa, fiscal policy is unmonetised, that is funds 

must be borrowed on open markets, and this leads to unnecessary increases in debt, which in turn 

impacts on what traditional economists call “fiscal space” with all its negative effects on employment 

creation, structural transformation and macroeconomic stabilisation. It also means a drain on the 

fiscus through the need to service that debt, i.e. to pay interest on the debt and repay the capital.  

Monetisation of fiscal operations means the direct provision of funds from the SARB to the Treasury. 

Close cooperation between the SARB and Treasury on the monetisation of fiscal operations is 

extremely important.  

A second and equally important cooperation relates to stimulus. A successful quantitative monetary 

easing requires both the SARB and the Treasury working together to align targets and even delivery of 

the QME as a whole. This is besides the operations of the OMF scheme, which on its own calls for 

calibrations that both institutions must be comfortable with. 

The cooperation envisaged in delivering both the stimulus and related credit easing operations is 

similar to the one undertaken by the nationalised Bank of England and her Majesty’s Treasury (HMT), 

where policy formulation to support national agendas are taken together. This was more apparent in 

the “Funding for Lending Scheme” and similar credit easing programmes. 

As a consequence of having close policy relations between the BoE and HTM, the UK has intervened 

directly to try spur employment, with some success. Note that this is a recent phenomenon in the UK, 

with the country previously suffering the impacts of financialisation and de-industrialisation on a large 

scale. 

 

6. Why this will have a positive impact on jobs  

An appropriate fiscal stimulus would have a positive jobs impact through a number of channels: 

• Direct employment in the public sector, e.g. through growing the Expanded Public Works 

Programme 

• Direct employment in the private sector, e.g. through large scale infrastructure projects 

• Expansion of private sector employment through economic infrastructure supporting private 

sector investment and economic growth 

• Supporting human capital development through improving social services such as health and 

education 

More appropriate monetary policy could lead to economic expansion through improving conditions 

needed for long-term investment in the productive sectors, including via: 

• Reducing borrowing costs 

• Reducing government financing costs 

• Stabilising the exchange rate 
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• Funnelling capital flows and idle domestic funds towards long-term investment rather than 

short-term speculative investment 

 

7. Role of state institutions and social partners  

Regarding the fiscal stimulus, government would need to lead on the raising and spending of funds. 

However, a social compact agreement in this regard is essential as it is a major endeavour which all 

parties must support. Various financing methods discussed above involve contributions by different 

sectors. 

A special body could be established to oversee the stimulus with representation from all sectors.  

Regarding monetary policy, this is largely a policy issue and would require government action. An inter-

ministerial team should be established to undertake this action as National Treasury has opposed such 

measures previously.  

 

8. Sequencing and timeframes 

Macroeconomic reforms envisaged in this submission require a nation-wide approach. However, the 

main pillars would be new policy packages for the Treasury and the Reserve Bank. 

The fiscal stimulus could begin in the 2018/2019 financial year if the social partners acted swiftly. 

Within a period of 18 to 24 months, a new monetary architecture could be constructed, depending on 

availability of resources and in the absence of opposition.  
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Appendices: Macroeconomy policy brief 

 

Table 1: Average annual growth in government expenditure (in real terms), between 2016/17 and 

2018/2019 

 

Source: 2018 Budget Review 

 

 

 

 

 

 

 

 

 

R billions Audited Outcomes 
Revised 
Estimate 

Medium-term estimate 

 (2018/19 Rands) 2015/16 2016/17 2017/18 2018/19 2019/20 

Expenditure           

Expenditure less interest payments 5.1% -1.4% 1.0% 1.4% 2.1% 

Social security and protection 4.3% 3.7% 2.3% 5.2% 2.9% 

Basic education 2.1% 0.9% 0.4% 1.6% 1.1% 

Health 4.5% 2.9% 4.5% -0.1% 2.5% 

Public order and defence 0.3% 0.1% -0.4% -1.6% 0.8% 

Debt service costs 6.2% 8.1% 4.7% 5.2% 4.0% 

Economic affairs 13.5% -14.4% -3.0% 1.2% 1.6% 

Housing and community amenities 7.3% -2.4% -2.0% 5.1% -1.3% 

Post-school education and training 7.3% 2.2% 10.7% 10.0% 12.3% 

General public services 2.5% 6.0% 3.4% -14.7% 1.4% 

Agriculture -5.1% 0.7% -3.6% 8.1% -7.7% 

Arts, culture, sport and recreation 3.4% 10.8% 2.9% -1.7% -0.9% 

Environmental protection 4.8% -16.5% 9.8% -0.6% 2.1% 
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Figure 1 Debt-to-GDP levels (2012/13 - 2025/26) 

 

Source: National Treasury, 2018 Budget Review 

.  
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Stream 2, Policy Brief 2: Monetary 
Policy brief submitted to the Labour Caucus in the Jobs Summit Inclusive Growth working group by the 

Institute for Economic Justice (IEJ). 

  

Stream:   Inclusive Growth Stream, brief 2 

IEJ Collaborator:72 Redge Nkosi 

   Firstsource Money 

 

1. Nature of the Problem 

 

The almost permanent contractionary tendency of South Africa’s “monetary policy” is in large measure 

a consequence of the adopted economic development model73, which misguidedly relies on imported 

capital for growth and development, and a certain type of “monetary policy” instruments employed 

to fight inflation or stabilise prices. Though pervasive to monetary and the macroeconomic policy 

frameworks, the theoretical foundations of the model are not considered in detail here given space 

considerations.  

 

Both the goals and instruments of “monetary policy” in South Africa do not reflect the South African 

developmental objectives they are supposed to serve. There is lack of congruence between “monetary 

policy” goals and instruments on one hand, and the developmental tone of  national policy imperatives 

on the other.  

 

With such a gulf between these two, the monetary policy analytic equipment necessary to confront 

developmental challenges that South Africa faces would, as a matter of reality, be at odds with those 

that are applied for mere “economic stabilisation purposes” within advanced nations. However, South 

Africa (monetary authority) has opted to employ tools whose primary purpose is to “stabilize” not 

grow or develop an economy. Indeed, as Prof Masato Shizume (2018) forcefully asserts, monetary 

policy for a developing Japan were different from those of a mature and industrialised Japan. “Once 

Japan had achieved industrialisation and become a leading economic power, the primary goal 

(monetary) shifted from development to stability. Instruments of monetary policy have also shifted 

over time”. “The goals of monetary policy have been defined based on the goals of the nation as a 

whole”, Shizume adds.   

 

The consequences of the disjuncture between macroeconomic policies and developmental objectives 

in South Africa have led to de-industrialisation, financialisation, chronic unemployment and other 

developmentally retarding outcomes. 

 

                                                             

72 Note: The IEJ made some changes to the contribution by the collaborator. 
73 The implications of the economic development model on the design and institutional structure of our 
macroeconomic policy is profound yet highly unrecognised by most economists and key policy players on this 
matter. 
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Unfortunately, the national discourse among economists has reduced “monetary policy” to be about 

the achievement of price stability and interest rates as its primary tool.. This has not only impoverished 

our understanding of the subject matter, but has undermined the capacity of monetary authorities to 

understand how monetary policy can help tackle the developmental challenges the country faces, 

unemployment being one key challenge.  

 

The framework of inflation targeting and the objective of keeping inflation low in an economy where 

much of the inflation is not  demand generated is clearly inappropriate. The use of interest rates as 

the sole tool to achieve this is completely inappropriate given both its ineffectiveness (with inflationary 

pressures not due to “excessive” domestic demand) and its contractionary consequences. The 

resulting high interest rates lead to not just sluggish growth, inflows of hot money but also discourage 

productive investment, and thus spur unemployment. This brief departs from this conventional 

understanding of monetary policy and approach. 

 

The conduct of “monetary policy” in South Africa is not only wholly anti-developmental, but is also 

incompatible with the ideals and efforts of creating an egalitarian society. In fact, monetary policy in 

South Africa has contributed to the de-industrialisation and financialisation of the economy, while 

simultaneously increasing poverty, inequality and unemployment, and raising the price structure of 

the economy.  

 

Indeed, as the Reserve Bank itself shamelessly asserts, “It is acknowledged that monetary policy 

cannot contribute to economic growth and employment creation”. Yet monetary policies were at the 

centre of sustainable growth, industrialisation and employment in Germany, Canada, Japan, the East 

Asian Tigers and more recently China. The assertion by the South African Reserve Bank is, therefore, 

both unfortunate and misleading. 

 

Given the stated problem and the absolute shocking failure by both the monetary authorities and 

monetary policy to even appropriately intervene, respond and support the economy during and after 

the global financial crisis of 2007/8, whose deleterious effects remain real and raw today, there can 

therefore be no better opportunity for social partners to ensure that the goal, instruments and 

institutional alignment of monetary policy accord with the nation’s social and economic priorities.  

 

2. Previous agreements by social partners to address the issue 

 

Monetary policy deliberations and more specifically inflation targeting has formed part of the on-going 

debates between social partners for a while. However, such policy has been tightly controlled by the 

National Treasury with little interest in publicly debating any shift to the policy.   

 

3. Proposed approach and concrete proposals to address this challenge, and how it could 

generate jobs 

 

As the historic role of developmental reserve banks of France, Canada, Germany, Japan, Asian Tigers 

and now China have proved, monetary policy goals, as well as the instruments employed for 
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developing nations cannot be expected to operate in the same way as for advanced economies (ILO, 

2017; Epstein, 2015).  

 

The goal of monetary policy to support sustainable and stable growth, employment creation and 

related support to the broader economy must be clearly stated.  

 

Following this we must understand that the primary tool of monetary policy is not control over 

monetary aggregates (the amount of money in the economy), nor the price of money (interest rates), 

but the volume,  type  and direction of credit.  

 

This has recently been recognized by many policy players (in part due to the recent financial crisis). 

For example, the reserve bank of the UK (BoE) and Her Majesty’s Treasury initiated and designed credit 

policies (Funding for Lending etc) to their SMMEs (Churm, et al, 2012). Similar policies were also 

initiated by the reserve banks of Europe (ECB, 2014); Japan (BoJ, 2014) and many other nations; and 

countries such as Brazil have used their DFIs to extend subsidised credit to SMME’s. Post-war Japan, 

whose economic model was adopted from Germany, was a prolific user of directed credit to the 

economy. 

 

Depending on the sector and/or needs of a nation, interventions to support its domestic economy are 

not limited to the above, and can take all manner of forms including differentiated interest rates, or 

reserve requirements for targeted sectors (Galli, 2017). The SARB should be able to implement this 

easily. 

 

Approach 

 

Monetary policy is not intended to work on its own nor be operationalized independently of other 

macroeconomic policies, especially fiscal policy. It is for this reason that the compartmentalisation so 

very much encouraged by the Bretton Woods institutions today is unhelpful for the proper 

management of an economy. This is costly, especially for developing nations. 

 

Similarly, the appropriate mix of sub policies within monetary policy and across other macro policies 

cannot be determined a priori. Factors to take into account when proposing an approach would 

include: the nature and severity of the economic shock South Africa is faced with; the distinctive 

regional and national circumstances at play at any one time; the nature or structure of the labour 

‘market’ including measures to accelerate employment recovery; and the institutional layout of our 

policy making. 

 

In this regard, the Reserve Bank balance sheet is the primary and most important monetary policy 

tool. However, this does not refer to the reserve bank manipulation of reserves to the banking system 

for purposes of daily liquidity management. This is done using the interest rate as a monetary policy 

instrument. In this case the size and composition of the balance sheet signals no meaningful policy 

stance. I only consider active or influential balance sheet policies. 
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Direct Lending to the Economy 

 

1. Real Quantitative Monetary Easing (QME):   
 
This does not refer to the popular understanding of central bank quantitative easing (QE), which will 
be considered below.  
 
This real quantitative monetary easing (QME) spans a range of reserve bank interventions, largely 
dependent on the structure and character of the impairment and idiosyncratic nature of the targeted 
market. In some literature this QME may be referred to as Credit Easing. For example, the credit supply 
market for SMMEs, especially for BEEs in SA is notoriously bad. QME reserve bank interventions would 
mean targeting such a market segment but focussing on the productive and green economy sectors. 

 

The first and most crucial QME for South Africa would entail reserve bank credit being given directly 

to productive economic agents in the economy. Credit would be given out both to the reserve bank 

counterparties and non-counterparties, i.e. to non-customers of the Reserve Bank (ordinary SMMEs). 

Credit easing in this context refers to DIRECT interventions in what would be described as 

“unconventional” market segments – the economic agents on the ground. The sectors would have 

been pre-determined by the Department of Trade and Industry (DTI) for maximum effects on jobs and 

growth. Given the credit supply shocks to the economy, this form of lending would be the most ideal 

to quickly energise SMMEs (in productive sectors only) This may not be an exclusively SMME 

intervention. The security demanded by the reserve bank would be unlike the normal ones 

counterparties would supply.  

 

The other QME targeted lending is the reserve bank boosting commercial bank lending by offering 

explicit incentives to commercial banks to lend to the non-financial private sector. The nature of  

lending to the private sector would be stipulated by the reserve bank working hand in hand with the 

dti and similar departments. 

 

The composition of the reserve bank balance sheet would in all cases of QME change according to the 

nature of intervention decided. Note that the reserve bank can choose to eliminate any debt that may 

be a hindrance to the private sector requiring credit, including for State Owned Enterprises (SOEs).  

 

There are numerous international cases of such interventions. The ECB and the BoE launched the 

above lending schemes in support of their economies in 2014 and 2012 respectively. And so did Japan 

in 2014. Many other nations frequently use their reserve banks in this manner. During their 

developmental phase, these operations were routine in Asia and in Europe. 

 

For such QME operations to occur, it is neither necessary nor is it a sufficient condition for interest 

rates to have reached a zero lower bound as is often said. Such credit is not inflationary either as such 

credit leads to the increase in the supply of demanded goods and services. The effect of this monetary 

policy stance on both jobs and growth are empirically found to be fast and real without any inflationary 

pressures. 
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2. Reserve Expansion (QE): 
 
One dominant modality of quantitative easing (QE) has been reserve expansion. This entails the central 
bank purchasing assets as part of a QE programme. This reduces the supply of these assets in the 
market but does so by issuing new central bank reserves. This passes on capital to those who 
previously held the asset. Where the need to flatten the yield curve becomes necessary for whatever 
monetary considerations, the reserve bank can engage in this form of balance sheet operation. This is 
the form that has been most used recently by reserve banks. While they call it QE, it is in fact not QE 
as the model that gave rise to the phrase QE only applies to QME above and not to this form of QE. 

 

3. Monetisation of Debt, Overt Monetary Financing (OMF) & Contingent Balance Sheet Policy:  
 
The task of job creation by the State should be the ultimate goal of both fiscal and monetary policies, 
undertaken through a close working relationship between monetary and fiscal authorities.  
 
Commitment to full employment demands the deployment of many tools including the monetisation 
of debt by reserve banks, i.e. the direct purchase of government bonds (gilts) by the reserve bank.  
 

Overt Monetary Financing is a different process where the reserve bank merely transfers money to 

the fiscal authorities as demanded by national development needs, including public works, without 

creating any debt on the books of the fiscal authority. China is a primary user of this approach. It has 

helped lift people out of poverty by creating millions of jobs. The demand arising from the massive 

employment projects have ended up creating supply of its own, and thus growth and development. 

 

Contingent balance sheet policy is simply a communication approach where the reserve bank will 

signal to market agents that it will deploy any form of balance sheet support should national priorities 

like unemployment and other imbalances threaten the economic interest of government and the 

people. This is akin to a statement made by Mario Draghi, Governor of the ECB, who declared that the 

ECB will do everything in its power to save the EU economy and the Euro, thereby boosting confidence 

in EU economies and in the Euro. 

 

SARB and The Fiscal Link 

  

A conventional approach to monetary policy sees a separation or total gulf between fiscal and 

monetary authorities. This naïve approach to macroeconomic policy management has been costly. 

Changes to this have already happened in the UK with a view to minimising risks inherent in 

compartmentalised macroeconomic operations. 

 

The one fundamental link and necessity for close working relations between monetary and fiscal 

authorities lies not only in the Overt Monetary Financing (OMF) as suggested above but in 

monetisation of fiscal operations. Unmonetised fiscal policy is what makes fiscal policy highly 

ineffective in South Africa and elsewhere. In South Africa, fiscal policy is unmonetised, that is funds 

must be borrowed on open markets, and this leads to unnecessary increases in debt, which in turn 

impacts on what traditional economists call “fiscal space” with all its negative effects on employment 
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creation, structural transformation and macroeconomic stabilisation. It also means a drain on the 

fiscus through the need to service that debt, i.e. to pay interest on the debt and repay the capital.  

 

Monetisation of fiscal operations means the direct provision of funds from the SARB to the Treasury,, 

given each year’s programme demands. Close cooperation between the SARB and Treasury on the 

monetisation of fiscal operations is extremely important.  

 

A second and equally important cooperation relates to stimulus. A successful quantitative monetary 

easing requires both the SARB and the Treasury working together to align, targets and even delivery 

of the QME as a whole. This is besides the operations of the OMF scheme, which on its own calls for 

calibrations that both institutions must be confortable with. 

 

The cooperation envisaged in delivering both the stimulus and related credit easing operations is 

similar to the one undertaken by the nationalised Bank of England (BoE) and her Majesty’s Treasury 

(HMT), where policy formulation to support national agendas are taken together. This was more 

apparent in the “Funding for Lending Scheme” and similar credit easing programmes. 

 

As a consequence of having close policy relations between the BoE and HTM especially for the Funding 

for Lending Scheme to the SME sector, the UK was able to raise employment levels considerably in the 

recent past. 

 

De-Financialisation of the Economy  

 

Financialisation of the South African economy has reached alarming levels. At about 21% of the GDP 

and growing, the financial services sector is now sucking the economic air necessary for the real sector 

to survive. Normally, less than 10% would be ideal. The capacity for this sector to absorb jobs is known 

to be low. Therefore measures to constrain continued liberalisation would be appropriate.  

 

Inherently, the South African monetary policy approach breeds financialisation of the sector. 

Unbounded by any form of macro-prudential rules, the bonds of shared citizenry are unpicked by the 

resultant inequality and unemployment caused by the unmitigated financialisation of South Africa, 

creating long-lasting harm. A reform of the monetary policy regime contemplated in this research brief 

contains a macroeconomic model that helps monetary authorities deal with financialisation of the 

economy by directing credit to the productive sectors of the economy.  

 

Beyond this, the reorientation of finance must be supported through the creation of public banks 

across the nation. As monetary policy transmission belts, public banks mandated to lend for productive 

purposes would be a permanent macro prudential tool in the absence of a reserve bank that is 

supposed to be goal- and instrument-oriented in this direction.  

 

For the first time in as many generations, serious Western Reserve banks have recognised the folly of 

unmitigated credit flows to the economy and have imposed (macro-prudentially) restrictions on the 

direction and type of credit to the economy. Japan, East Asia and later China have always had such 

restrictions. The BoE followed this approach since June 2014. 
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The proposal for the SARB, as detailed above, is to monitor and restrict flows of credit, through the 

banking system, to sectors of the economy that deepen financialisation. This restriction will have the 

effects of directing credit to productive sectors and thus job creation, but will also promote financial 

stability, and help induce industrialisation while de-financialising the economy. All non-GDP 

asset/financial transactions should be curbed as they are highly inflationary. In this way the SARB will 

be fulfilling the price stability mandate without the use of the misguided interest rate policy (labelled 

as monetary policy in South Africa) and the failed inflation targeting practice. In the model that 

undergirds this proposal, inflation targeting is rendered useless. 

 

A mathematical model that cuts across fiscal and monetary policy is available elsewhere, but is not 

discussed here due to space limitations. In the model, both the role of banks and the definition of 

money as traditionally understood by most economists are dispensed with.  

 

4. Policy Change 

 

For a sustainable and successful implementation of this change in monetary policy, a concomitant 

change in the fiscal and exchange rate policies, including capital account based policies are required. 

The entire macroeconomic policy framework as currently practiced requires change as it is based on a 

flawed economic model. 

 

More specifically, it is recommended that: 

 

1. The mandate of the SARB is changed to include growth and employment and the provision of 

credit to productive sectors of the economy.  

 

2. Controlling monetary aggregates and price stability is made a secondary target of the SARB, 

and inflation targeting is abandoned because of its perverse impacts, in favour of growth and 

employment targeting. 

 

3. Interest rate manipulation is dropped as the primary monetary policy tool. 

 

4. Interest rates are immediately lowered differentially.  

 

5. Quantitative Monetary Easing (QME) (direct credit provision by the SARB) is undertaken, 

directing credit to specific sectors of the economy, e.g. SMMEs or certain productive sectors, 

in line with broader industrial policy objectives. This can be undertaken directly by the SARB, 

or via industrial financing institutions like the IDC, or through government departments like 

the DTI.  

 

6. One or both of monetisation of debt (the SARB purchasing government debt) and Overt 

Monetary Financing (OMF) (the SARB directly financing government projects) be used to 

ensure that government has the necessary funds to undertake fiscal stimulus (see policy brief 
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2.1: Macroeconomy) and finance necessary social and economic infrastructure and social 

services. This brief supports OMF as the most effective and least costly of the two options. 

 

7. The National Treasury and SARB work closely together in order to achieve the above and other 

objectives specified.  

 

8. Public banks are established with a mandate to lend in a manner that encourages productive 

investment, equitable access to credit at affordable rates and sustainable levels, growth, and 

employment. 

 

9. The de-financialisation of the economy is prioritised and made an objective of monetary 

policy. This is congruent with other recommendations made, e.g.  lowering interest rates will 

assist in this regard. Other dimensions of de-financialisation, e.g. capital controls, are 

discussed in the brief on Macroeconomic policy and Financial-sector reform. 

 

5. Impact on jobs 

 

The recommendations made would have a profound impact on job creation. Directly, by allowing for 

fiscal expansion, jobs would be created in the public sector (either in the formal public sector or 

through public works programmes). At the same time, government spending on social and economic 

infrastructure as well as a service delivery would expand demand and employment in the economy.  

Beyond this, the direct provision of credit to productive sectors of the economy and the reduction of 

interest rates would allow for investment, growth and job creation.  

Jobs cannot be created in South Africa without a supportive macroeconomic framework.  

 

6. Financing Requirements 

 

The reorganisation of policy will only require non-financial capital. The funding envisaged in this 

segment does not apply. 

 

7. Role of State Institutions and Social Partners 

 

All partners are required to help implement the changes but the role of State Institutions is more 

robustly required. 

 

8. Sequencing and Timeframes 

 

Macroeconomic reforms envisaged in this submission require a nation-wide approach. However, the 

main starting blocks would be the Treasury and the Reserve Bank. Within a period of 18 to 24 months, 

a new architecture would have been constructed, depending on availability of resources and in the 

absence of opposition.  
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Stream 2, Policy Brief 3: Tax 

Policy brief submitted to the Labour Caucus in the Jobs Summit Inclusive Growth working group by the 

Institute for Economic Justice (IEJ). 

Stream:   Inclusive Growth Stream, brief 3 

IEJ Collaborator: Gilad Isaacs 

   Institute for Economic Justice  

 

 

1. Nature of the problem 

Tax management in South Africa suffers from four main interrelated problems.  

First, recent years have seen significant under collection of tax revenue. In the 2018 National Budget, 

an approximate R50bn shortfall was identified.  

Second, the administrative capacity of the South African Revenue Service (SARS) has been undermined 

due to the involvement of senior officials in supporting corruption and state capture.  

Third, the tax mix is insufficiently progressive. While personal income tax (PIT) is progressive (the poor 

and low-income households pay none and middle-income households less than high-income 

households), corporate income tax rates are moderate and wealth is under taxed. 

Fourth, South Africa suffers from high levels of illicit financial flows, tax avoidance and evasion, profit 

shift and base erosion. This undermines revenue collection.  

Insufficient taxation has a direct impact on job creation through limiting funds available to the state. 

This limits the opportunity for state employment, both in formal state-sector jobs and through public 

works schemes. It also reduces funds available for social and economic expenditure (e.g. the building 

of hospitals and roads respectively), which would generate jobs in the private sector. 

  

2. Previous agreements by social partners to address the issue, and the shortcomings and 

gains in this regard 

These problems have been raised in a range of forums: Parliament, the Davis Tax Commission (DTC), 

SARS enquiries, the media and by activists and academics. However, there does not appear to be any 

one social partner agreement on restructuring the tax system and addressing these challenges. This 

should be considered as a process to follow the jobs summit.  
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3. Proposals 

1. The National Treasury (NT) must explicitly recognise that taxation is an instrument to achieve 

economic transformation and resource redistribution and that sufficient funds, from appropriate 

sources, must be raised in order to achieve this.  

2. Levels of PIT, CIT and wealth taxation should be increased in order to generate sufficient 

resources. Submissions to Parliament made by the Budget Justice Coalition (drafted by the IEJ) 

include various estimates of revenue that could be raised from increasing tax rates. These are 

shown in Table 1, Table 2, and Table 3 in the Appendix.  

2.1. Regarding PIT, two scenarios are offered in Table 1. In Scenario 1, the lower three effective 

tax rates are left as is and the effective tax rate for those earning between R500,000 and 

R1mn is raised from 26% to 28% and the effective rate for those earning over R1mn is raised 

from 37% to 40%. In  Scenario 2, the top three rates are raised from 16.7% to 18%, 26% to 

29%, and 37% to 41%. Scenario 1 raises an additional R27.2bn and Scenario 2 an additional 

R47.4bn. These are then adjusted downwards to take account of an assumed elasticity of 

taxable income (ETI) of 35% – essentially an adjustment based on the assumption that those 

taxed more might adjust their income sources or evade tax by this margin. With this 

adjustment the two scenarios still raise an additional R17.7bn and R30.8bn.  

2.2. Regarding CIT, currently at 28%, Table 2 shows four alternative scenarios with effective rates 

ranging from 30% to 35%. As shown, even a 2 percentage point increase can raise an 

additional R16.5bn. The table also shows how much extra revenue could be raised if we 

assume the taxable income falls by 5% due to the increased CIT rate (i.e. if a degree of 

offsetting occurs). Even with this potential fall in profits, additional revenue of between 

R4.1bn and R43.4 can be raised.  

2.3. Possible approaches to increase wealth taxation shown in Table 3 include:  

• Institute a permanent net wealth tax in the international range of 0.5%-2.5%. 

• Raise the Capital Gains Tax inclusion rate to 100% (so all capital gains are taxed) and the 

tax rate to comparative rates to PIT.  

• Raise the Securities Transaction Tax rate and broaden applicability to include bond 

markets. Investigate the best modalities of a universal financial transactions tax (FTT).  

• Institute a land property tax, particularly on vacant land, and a property rate or transfer 

duty surcharge for second and foreign owned homes.  

• Significantly raise the estate duty tax and close loopholes.  

2.4. Raise taxation on luxury consumption via: 

• Setting excise duties in a manner that achieves social objectives but does not unduly tax 

the poor.  

• Increase ad valorem excise duties on luxury goods further than already proposed and 

expand the list of goods covered by these taxes.  
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• Institute a higher VAT on luxury goods making the expanded zero-rating tax neutral. 

3. Additional essential basic food and non-food items should be VAT exempt.  

4. Reduce VAT back to 14% within the next three years.  

5. Reduce tax breaks that predominantly benefit higher-income households (such as on pensions 

and medical aid). These are shown in Table 5 and could raise close to R60bn in 2018/19.  

6. Reduce the rate of increase for the fuel levy. 

7. Regarding tax administration: 

7.1. Suspend all SARS officials implicated in corruption and pursue criminal charges against them.  

7.2. Appoint a Presidential Commission to oversee the revitalisation of SARS. 

8. Regarding tax avoidance and evasion: 

8.1. Reintroduce a special priority crime unit within SARS staffed by credible and skilled 

investigators.  

8.2. Expand capacity within SARS to enforce the general anti-avoidance rule (GAAR), controlled 

foreign company (CFC) legislation and other levers available to reduce tax evasion and 

avoidance. 

8.3. Introduce a special SARS unit to tackle transfer pricing. 

8.4. Increase continental and international efforts to curb offshore tax avoidance and evasion . 

Efforts at the African Union and United Nations levels should be accelerated.  

8.5. Immediately institute a special investigation into illicit cigarette smuggling cartels.  

8.6. Increase transparency measures regarding the holding of individual wealth and corporate 

structures, e.g. a more sophisticated public registry of trusts and companies including those 

offshore.  

8.7. Require SARS and NT to publish a report stating how they will implement the 

recommendations of the DTC in their Report on Base Erosion and Profit Shifting (BEPS) or 

why they plan not to implement certain recommendations. 

9. A social partner driven social compacting process should be instituted in order to make important 

decisions regarding the above. This could take the form of a process to evaluate which 

recommendations from the DTC should be implemented. Tax policy should not be a “no go area” 

for those outside of NT.  

10. Certain tax income could be ring-fenced for job creating or social protection policies, e.g. a work-

seekers’ grant or public employment guarantee scheme, as proposed in Policy Brief 4.2. 
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4. Financing  

An investigation must take place into whether any of the above measures to revitalise SARS and tackle 

tax evasion and avoidance require additional resources for the Service.  

 

5. Impact on jobs 

As stated above, insufficient taxation has a direct impact on job creation through limiting funds 

available to the state. This limits the opportunity for state employment, both in formal state-sector 

jobs and through public works schemes. It also reduces funds available for social and economic 

expenditure (e.g. the building of hospitals and roads respectively), which would generate jobs in the 

private sector.  

Increasing tax revenue can thus be used to support a fiscal stimulus, jobs guarantee programme, 

capitalisation of industrial financing funds and expanding social services. All of these have job-

enhancing outcomes as argued in other briefs.  

Reducing inequality has been shown to be growth enhancing and tax policy, e.g. through high taxation 

on wealth and high-income households, can play a redistributive role. Increasing economic growth can 

be job creating given supporting policies.  

A well functioning tax service, as well as a sense that the rich are paying their fair share, is important 

for social solidarity and stability, this can improve investment outcomes.  

Certain tax income could be ring-fenced for job creating policies, e.g. a public employment guarantee 

scheme, as proposed in Policy Brief 4.2. 

 

6. The role of state institutions and social partners  

 

SARS and National Treasury will play the leading role in implementing tax policy. However, a social 

partner driven social compacting process should be instituted in order to make important decisions in 

this regard. This could take the form of a process to evaluate which recommendations from the DTC 

should be implemented.  

 

7. Sequencing and timeframes  

• The recommendations regarding changes to the tax mix should be phased in over a three-year 

period beginning with the 2019/20 National Budget with a clear intention  stated in the 

October 2018 MTBPS.  

• The measures to improve governance within SARS and begin to tackle tax evasion and 

avoidance should be implemented within the next eighteen months.   
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Appendices: Tax Policy Brief 

 
Table 1 Potential extra PIT revenue raising 

 (R bn) Proposed 2018/2019 Scenario 1 Scenario 2 

  
Taxable 
income 

Effective 
tax rate 

Tax 
accessed 

Effective 
tax rate 

Tax 
accessed 

Effective 
tax rate 

Tax 
accessed 

0 - 150 000 432.2 2.4% 10.2  2.4% 10.2 2.4% 10.2 

150 001 - 250 000 351.8 9.4% 33.2  9.4% 33.2 9.4% 33.2 

250 001 - 500 000 736.7 16.7% 123.2  16.7% 123.2 18.0% 132.6 

500 001 - 1 000 
000 549.0 26.0% 142.5  28.0% 153.7 29.0% 159.2 

1 000 000 + 531.7 37.0% 196.7  40.0% 212.7 41.0% 218.0 

                

Total: 2601.5   505.8   533.1   553.3 

          

Additional revenue   27.2   47.4 

          

Additional revenue adjusted for ETI of 35%:   17.7   30.8 

Source: National Treasury, Budget Review 2018 
 
 
Table 2 CIT 2018/2019 budget proposal vs alternate scenarios 

  
Taxable 
income 

Effective 
tax rate CIT raised 

Difference 
between 
budget 
proposal 
and 
scenario 

CIT raised 
with 5% 
profit loss 

Difference 
between 
budget 
proposal 
and 
scenario 
with 5% 
profit loss 

Budget proposal 825.8 28% 231.2       

Scenario 1 825.8 30% 247.7 16.5 235.3476043 4.1 

Scenario 2 825.8 32% 264.2 33.0 251.0374446 19.8 

Scenario 3 825.8 35% 289.0 57.8 274.5722051 43.4 

Source: National Treasury, Budget Review 2018 
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Table 3 Possible tax revenue from wealth taxes 
 

Rbn 2017/2018 Scenario Difference 

  Rate 
Tax 
revenue Rate 

Tax 
revenue   

 
Capital gains tax 

Ind 16% / 
Comp 22% 17.06 

Ind 18% / 
Comp 24% 
+ full 
inclusion 22.35 5.29 

Estate duty 20% 2.41 30% 3.61 1.2 

STT 2.50% 5.45 3% 6.54 1.09 

Property tax 
(residential > R1mn)*     0.50% 11.94 11.94 

Property tax 
(commercial > R5mn)*     0.50% 3.98 3.98 

Property tax (unused 
urban land)*     0.10% 0.64 0.64 

Property tax (farm)**   0.10% 1.57 1.57 

Net wealth tax***     2% 130.212 130.21 

Net wealth tax***     1% 65.106 65.11 

Net wealth tax***     0.50% 32.553 32.55 

*Property Sector Charter Council (2014/5): Res: R3900bn / Com: R1300bn / unused: R580bn 

**Agri Land Group (2015): R5.58bn 

***Momentum/Unisa study HH wealth (2017Q3): R7.2bn 

 
 
Table 4 Potential items for VAT zero-rating 

Cake and bread flour Infants and children’s clothing and footwear 

(include school uniforms) 

Sorghum meal/powder and mabella Candles and matches 

Poultry (incl heads and feet) Coal and other household fuel 

Mopane worms Hotplates 

Other canned fish Soap 

Whiteners (Cremora; Ellis Brown) Medicine and medical services in public 

institutions 

Amageu Calls (including airtime for cellular phones) 

Baby food Textbooks and stationery 

Powder soup Disposable nappies 

Instant yeast Sanitary towels and tampons 
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Soya product (excluding soy milk) Agricultural own production 

Tea  

Source: IEJ (2018), Mitigating the impact of the VAT increase: can zero-rating help? 

 

Table 5 Tax expenditure estimates PIT and VAT 

R million 2012/13  2013/14 2014/15 2015/16 

Personal income tax          

Pension and retirement annuity 
contributions 

 26 314    28 467    30 485    31 772   

Medical  20 272    21 883    19 750    20 442   

Interest exemptions  2 067    2 191    2 418    2 592   

Secondary rebate (65 years and older)  1 533    1 711    2 087    2 186   

Tertiary rebate (75 years and older)   119     132     177     185   

Donations    620     826     963     633   

Capital gains tax (annual exclusion)   309     393     458     446   

Total personal income tax  51 233    55 603    56 338    58 256   

          

19 basic food items7  18 628    20 107    21 503    22 793   

Source: National Treasury, Budget Review 2018 
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Stream 2, Policy Brief 4: The Potential of Agriculture and Land 

Reform to Generate New Jobs 

Policy brief submitted to the Labour Caucus in the Jobs Summit Inclusive Growth working group by the 

Institute for Economic Justice (IEJ). 

Stream:   Inclusive Growth Stream, brief 4 

IEJ Collaborator: Ben Cousins, Amelia Genis and Jeanette Clarke  

Institute for Poverty, Land and Agrarian Studies, University of the Western 

Cape 

1. Background  

1.1 Currently the agricultural sector, together with forestry and fisheries, contributes 2% to GDP and 
5% to employment with a total of 840 000 workers. Between 30 000 and 50 000 medium- to large-
scale commercial farmers contribute the bulk of produce to formal markets, and employ most 
workers. Perhaps 5000 of these farmers are black; but most black farmers are small-scale, either 
subsistence-oriented (around 2 million) or market-oriented (around 200 000) and operate 
informally. The contribution of the agricultural sector to GDP is greater than 2%, given the 
contributions of input (‘upstream’) suppliers and agro-processing (‘downstream’) industries. 
 

1.2 Numbers employed in agriculture increased by around 200 000 between 2011 and 2018. The long-
term trend in commercial agriculture, however, is towards increased job shedding as a result of 
investments in efficiency and mechanization, and a shift to a higher proportion of temporary, 
casual and seasonal labour, as well as externally contracted labour. Skilled workers often live on 
farms, although an increasing number do not, and unskilled labourers generally live off-farm and 
work on a casual and seasonal basis in picking and packing operations. Some crops, such as fruit 
and vegetables, continue to require labour for sensitive operations such as picking, but 
mechanized harvesting is increasing. These days most fruit farms operate their own packhouses, 
but even there the number of workers are decreasing because of mechanisation and 
automisation/automatisation. 

 

1.3 Farmworkers are generally poorly paid and insecure, especially those who are employed casually 
or seasonally. A statutory minimum wage of R3169 per month or R146 per day is currently in place. 
Conditions on farms are rarely subject to inspection, however, and there is widespread 
noncompliance with labour law, even in the relatively wealthy farming areas of the Western Cape. 
Evictions of large numbers of farmworkers and farm dwellers still take place, some legally but 
some illegally. Farmers often complain that those whose farms are near tarred roads or good dirt 
roads receive regular visits from inspectors. 

 

1.4 Rural land reform policy seeks to address South Africa’s legacy of racial privilege and create a more 
equitable pattern of land ownership and agricultural production. Other objectives include securing 
the land rights of the poor majority and creating new economic opportunities, including through 
expanded employment and self-employment. Land reform is widely acknowledged as having failed 
to achieve these objectives to date, and several new policy directions are currently under 
discussion. 
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1.5 Opening large-scale commercial agriculture to black entrants is constrained by barriers such as 
high capital requirements, high levels of managerial skill, competitive markets and increasing 
environmental variability (e.g. droughts). Small-scale farming is constrained by inadequate levels 
of access to state support, especially in terms of infrastructure, capital, irrigation water and formal 
markets. 

 

1.6 A key question is: can land reform be undertaken in a manner that creates more employment, and 
livelihood opportunities through self-employment, in an expanding agricultural sector, with 
improved wages and returns to labour, or are there trade-offs between land reform, production, 
and employment? 

 

2. Policy interventions in relation to commercial agriculture 

 

2.1 In relation to farmworker wages and working conditions in general, government should provide a 
more effective system of labour inspectors, and should create the capacity to monitor evictions 
and provide effective support for farmworkers’ and dwellers’ land tenure rights, including through 
provision of alternative land for settlement and production. The state should seek ways to bolster 
the bargaining power of workers through amending legislation in appropriate ways and supporting 
paralegal services. Funding for both on-farm and off-farm housing for workers is required, as well 
as improved infrastructure and services in small rural towns. 

 

2.2 In relation to commercial farmers, the state should be more pro-active in supporting innovation 
and marketing in the agricultural sector, thus bolstering their position within value chains both 
locally and globally. The condition for such support should be that farmers commit to improving 
wages and conditions of workers, and sharing profits more equitably. A working partnership 
between South African agricultural capital and labour should be sought. 
 

2.3 The state should work closely with the commercial farming sector in identifying new products and 
markets and assist in the private sector’s marketing efforts, especially in relation to non-traditional 
markets such as China, Russia, Japan and India. It should negotiate trade agreements that eliminate 
non-tariff trade barriers, and upgrade the country’s capacity to meet stringent phyto-sanitary 
requirements. Support for investment in pack houses and agro-processing, as well as transport 
networks and port facilities for export products, is required. These interventions will require co-
ordination and alignment of several government departments and programmes. 
 

2.4 Particular attention should be paid to labour-intensive agricultural commodities such as those 
identified in the National Development Plan: fruit, nuts and vegetables, as well as less labour-
intensive commodities with potential for growth, such as livestock products. Water for irrigation is 
often required by labour-intensive crops, and the state must address this key constraint by seeking 
to improve the efficiency of water supply and use, working together with farmers and relevant 
professions such as engineering, soil scientists and horticulturalists. 
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3. Land reform policies 

 

3.1 In order to contribute to poverty-reducing economic growth, land reform must align closely with a 
coherent set of policies designed to effect agrarian reform. This should focus on generating 
employment and self-employment in the rural economy more broadly and not be focused only 
agricultural production (e.g. it should include natural resource harvesting, crafts, tourism, etc). This 
will also require close alignment of programmes currently under different departments, such as 
those responsible for land, agriculture, water, local government, tourism and transport. Policies in 
relation to the mining sector, which has many potentially negative impacts on other economic 
activities, must also be aligned. 
 

3.2 Key initiatives currently being proposed to make land reform more effective include more effective 
use of expropriation, a new land redistribution law, measures to remedy the failure of land 
restitution, renewed attention to land administration, and new legislation to secure the land tenure 
rights of farm dwellers, labour tenants, communal area residents and those living in informal 
settlements. Agrarian reform measures remain neglected in current debates. 
 

3.3 A key challenge is to define the scale and types of agricultural production by black farmers to be 
supported through land reform and agricultural development efforts. There are three main 
contenders: (a) small to medium black commercial farmers; (b) market-oriented smallholder 
farmers who use mainly family labour; and (c) subsistence-oriented smallholders who produce 
additional food for their own consumption. A key question is: in what proportions should these 
different categories benefit from land redistribution and agricultural development support? 

 

4. Agricultural employment scenarios 

4.1 Three scenarios are presented with different outcomes for the numbers of jobs and livelihood 
opportunities created. All involve significant state support for high value products from large-scale 
commercial farms that create significant increases in employment. All three scenarios factor in 
continuing job losses in some branches of agriculture, due both to ongoing mechanisation but also 
to displacement of workers by land reform beneficiaries. The second and third scenarios estimate 
improvements in livelihood opportunities in communal area agriculture. The scale of land 
redistribution varies significantly across the three scenarios. 
 

4.2 A key variable that affects the scale of job creation in all three scenarios is the availability of 
additional land under irrigation. Assumptions include that the current area under agriculture is 1.3 
million hectares, and that an additional 200 000 hectares could be irrigated as a result of efficiency 
gains, rather than new infrastructure such as dams. This is a much lower estimate than the 
estimates set out in the NDP: 1.5 million hectares under irrigation at present, increased by an 
additional 500 000 hectares. 
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Scenario A: intensification of commercial farming, together with slow but successful land reform 

 

a. 280 000 new jobs are created in commercial agriculture and forestry, including through upstream 
and downstream linkages, with a strong focus on fruit and vegetable production, and including 
some successful land reform projects (e.g. restitution claims on forestry land and revival of failed 
citrus farms); 
 

b. 60 000 jobs are lost through mechanization and displacement following land reform; 
 

c. Net job creation: 220 000 jobs/livelihood opportunities. 
 

Scenario B: the NDP vision of support for both labour-intensive ‘winners’ and communal area 

farming, with revival of failed land reform projects, and redistribution of a total of 30% of 

commercial farmland74 

 

a. The number of jobs created in commercial and communal area farming is estimated at 40% of those 
set out in the NDP, since it assumes that less water for additional land under irrigation is available 
(200 00 hectares rather than 500 000 hectares); 
 

b. 152 000 jobs are created in commercial agriculture, including through up- and downstream 
linkages, 194 000 in communal areas, and 105 000 in land reform; 
 

c. 100 000 jobs are lost through mechanization and displacement following land reform; 
 

d. Net job creation: 351 000 jobs/livelihood opportunities. 
 

Scenario C: amended NDP estimates for commercial and communal farmers, but with 60% of 

commercial farmland redistributed, including 400 000 hectares under irrigation, and an additional 

100 000 hectares under irrigation for land reform beneficiaries 

 

a. 152 000 jobs in commercial agriculture, including through enhanced upstream and downstream 
linkages, and 194 000 in communal areas, as in Scenario B; 

 

                                                             

74 Both Scenarios B and C assume that ‘the competitive core of commercial agriculture’ can be maintained, and 

combined with successful redistributive land reform, together with promotion of smallholder farming in the 

former homelands. The bases for these scenarios are outlined in the NDP (2013), Aliber et al (2009) and Cousins 

(2015). 



Policy brief 2.4: The Potential of Agriculture  

and Land Reform to Generate New Jobs 

  August 2018

   

 

93 | P a g e  

 

b. 1 117 000 jobs in land reform, assuming 48 million hectares of farmland is redistributed in the 
following proportions: black commercial farmers – 20% of land; market-oriented smallholders – 
60% of land; subsistence-oriented smallholders – 20% of land; 

 

c. This assumes that a total of 500 000 ha of irrigated land (1/3 of total) is cultivated by smallholders 
and creates 1.3 jobs per hectare; 

 

d. 200 000 jobs are lost through mechanization and displacement following land reform; 
 

e. Net job creation: 1 263 000 jobs/livelihood opportunities. 
 

There are two key differences between Scenarios B and C: (i) the NDP estimates that form the basis of 

Scenario B do not make provision for new jobs or livelihoods created through the additional 20% of 

farmland to be transferred through its version of land reform; (ii) Scenario C includes such estimates, 

and also assumes that a total of 60% of commercial farmland is transferred through land redistribution 

and restitution. The main beneficiaries are mainly market-oriented smallholders, who use labour-

intensive methods to cultivate 500 000 hectares under irrigation. It also assumes that there are small 

gains in both the labour-intensity and the intensity of land use in smallholder field crop and livestock 

enterprises (which result in an additional 0.1 jobs per hectare). 

 

5. Implications 

 

Targeting market-oriented smallholder farmers in an expanded land reform programme is key to the 

large numbers of employment opportunities identified in Scenario C. But many of those involved in 

the formal agricultural sector and its support services are deeply skeptical of the potential of 

smallholders; controversy surrounds the notion that they can play a significant role in South African 

agriculture, given the historic dominance of large-scale capitalist farming. As these scenarios illustrate, 

however, it is unlikely that many new black commercial farmers can be supported into the sector in 

the short- to medium-term. If a significant transformation of both land-holding and farm production 

is to occur, then the numbers will have to come from elsewhere – and market-oriented smallholders 

are the most likely candidates. 

 

Much of the new employment generated from agriculture and land reform involves work with 

relatively low incomes, and a degree of riskiness and ‘precarity’ (because of drought, disease, etc, as 

well as fluctuating prices). They have the potential to improve the cash incomes of a significant number 

of rural households, but from a low base. Relatively few jobs with high wages and job security can be 

created. In addition to their own self-employment, market-oriented smallholders, the main 

beneficiaries of land reform in Scenario C, do employ workers on occasion, but often on a temporary 

basis for tasks such as harvesting or weeding, and often at low wage rates. It must also be noted that 
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agriculture is rarely the sole source of income for smallholder households, other sources being wages, 

remittances, non-agricultural petty enterprises and welfare grants.  

 

The implication is thus that there are only limited opportunities in South African agriculture and land 

reform to create jobs with much improved levels of wages and conditions of employment. Realism is 

required. It also suggests that implementing land reform at scale, necessary for political reasons, must 

aim to improve the income and livelihoods of smallholder farmers producing on redistributed land, in 

order to lay the basis for the development of a more equitable and balanced commercial agricultural 

sector in the future. 

 

A key assumption underlying all of these scenarios is that the state can develop the capacities required 

to support and develop agriculture and land reform, and to engage in effective co-ordination and 

policy alignment across these and related sectors. It clearly does not have such capacities at present. 

Considerable effort will have to be put into recruitment, training, ensuring that appropriate paradigms 

of agricultural development inform policy, and policy development, as part of building such capacity 

over time. Another prerequisite, especially in relation to land reform, is a larger budget. Securing the 

political will for these interventions may now be in the cards. 
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Stream 2, Policy Brief 5: Reducing Wage Inequality 

Policy brief submitted to the Labour Caucus in the Jobs Summit Inclusive Growth working group by the 

Institute for Economic Justice (IEJ). 

Stream:   Inclusive Growth Stream, brief 5 

IEJ Collaborator: Neil Coleman75 

   Institute for Economic Justice 

 

Note: This summary policy brief is submitted to the Labour Caucus in the Jobs Summit Inclusive Growth 

working group. Certain sections are also relevant to the Public/ labour market and Sectoral 

Interventions Working Groups.  

 

1. Introduction 

There is growing recognition of the need for decisive action to deal with the serious challenge of wage 

inequality. Important here are the policy positions of the ANC on reducing wage inequality (see 

attached Box); recommendations from the NMW Expert Panel for state regulation, including the 

introduction of legislated wage ratios (below); calls in the business media for intervention to combat 

wage inequality; and surveys showing wide public support for state action to cap exorbitant executive 

pay, and to close wage gaps (see Figures 3 and 4 attached). All this, combined with public commitment 

by the President to address this matter, suggests that the time for strong action has come. 

Various international and domestic precedents exist for these interventions, most of them voluntarist. 

However the extent of pay disparity in South Africa is amongst the highest in the world, and therefore 

cannot rely solely on voluntarism, and requires clear regulation. 

The basis has been laid for bold intervention by Section 27 of the Employment Equity Act, which 

requires disclosure of pay ratios, and requires measures to be taken to reduce ‘disproportionate 

income differentials’. However Section 27 has not been enforced. It is proposed that Section 27 is 

amended and strengthened.  

The report of the NMW Panel came up with some important suggestions, in particular that: 

• Section 27 of the Employment Equity Act should regulate the ratio between the top 5% and 

bottom 5% of earners in all companies and institutions; 

• A voluntarist approach is not as desirable as a regulated system;  

• Regulating ratios and placing wage ceilings can play an important role in bridging the large gap 

between mean and median wages over time; 

• The NMW Commission could pay attention to these agreed ratios and factor them into their 

work in reviewing, monitoring and adjusting the NMW. 

                                                             

75 This policy brief also draws on the presentation by Ayabonga Cawe to the Jobs Colloquium, July 2018. 
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2. The nature of the problem  

As outlined in a policy brief76 on tackling wage inequality in South Africa: 

“The data suggest that wage inequality in South Africa has deepened over the last 20 years. In his 

review of earnings trends in South Africa from 1993-2014, Wittenberg (2016) notes: “when we look at 

the earning distribution as a whole it turns out that the trends are remarkably clear…the top part of 

the earnings distribution has moved away from the middle, while the distribution at the bottom has 

become more compressed.” (Wittenberg, 2016, p.1). When discussing inequality, it is therefore 

important to assess the gap between low or median earners and high earners, rather than using the 

average wage as a benchmark.  

Wage inequality matters, because, as found by Finn (2015), it is the largest determinant of overall 

income inequality by a significant margin. Wages account for 90.65 percent of total income inequality 

in South Africa – far in excess of the contribution to inequality from remittances and investment 

income combined. 

In order for appropriate action to be taken regarding wage inequality, it is most important to be armed 

with appropriate and accurate information regarding pay differentials. 

There are challenges raised by companies over requiring pay ratio disclosure. However, each of these 

can be overcome. One argument is that the calculation is an expensive and time-consuming process. 

However, many companies have to do this already, and the equity-enhancing benefits for society of 

such a policy have the potential to outweigh any additional cost to the company in collecting the data. 

Another concern is that companies are able to manipulate the pay ratio reported by outsourcing the 

lowest-paid jobs or turning low-paid workers into contractors or part-time workers. This could be 

overcome by mandating the inclusion of such workers in pay ratio calculations even if they are 

outsourced in these ways.  To be meaningful, clear methodological approaches must be defined, 

regarding which employees are to be compared and what parts of their pay must be included. All 

elements of remuneration should be taken into account – not just cash payments.  

South Africa already has a legislated mechanism for reporting on pay differentials, in the form of 

section 27 (s27) of the Employment Equity Act (EEA). The strongest possibility for providing say on pay 

through labour market regulation is contained in the EEA provision that requires designated employers 

to report on ‘income differentials’ within the organisation. This provides a mechanism on which to 

build.” 

 

3. Previous agreements by social partners to address the issue 

The Nedlac Wage Inequality Task Team and Committee of Principals agreed that this matter would be 

addressed by social partners following the agreement to introduce a National Minimum Wage. 

 

                                                             

76 Wits NMW RI Wage Inequality Policy Brief No.1 2017. 

http://nationalminimumwage.co.za/wp-content/uploads/2018/01/NMW-RI-Wage-Inequality-Policy-Brief-1-Web.pdf
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4. Proposals to address the challenge   

A strategy to combat and reduce excessive wage inequality should incorporate the following elements: 

4.1 Legislative interventions aimed at reducing wage inequality: Section 27 of the Employment 
Equity Act (EEA) contains a unique provision requiring companies to report on income 
differentials, between various levels of the workforce, and where disproportionate differentials 
are identified, to take measures to reduce these differentials. This provision has not been 
enforced. Legislative amendments are needed to tighten up the voluntarist elements of this 
section of the Act, to ensure enforcement of Section 27, and to provide for stronger measures to 
reduce wage inequality. 

 
4.2 Policy package: A package of policy interventions should be developed aimed at reducing 

differentials throughout the economy. Various policy options to reduce excessive wage 
inequalities are being discussed internationally and in SA. These include capping (or even 
reduction) of excessively high executive and management pay; the need for maximum pay to 
complement the use of minimum wages; the formal introduction of wage ratios, as a legislative 
requirement, and/or as targets which are required to be met using other levers, such as 
procurement. A strategy for reducing wage disparities could be combined into a road map 
together with the National Minimum Wage. 

 

4.3 Wage ratios: Section 27 of the EEA could be strengthened by inserting ratios in the legislation, 
initially between the top 5% and bottom 5% of earners, as proposed by the NMW Expert Panel, 
targeting specific ratios over time, to achieve a progressive reduction of differentials. The NMW 
Commission should be charged with the responsibility of overseeing implementation of this 
strategy. A maximum economy-wide wage ratio would be stipulated between the top 5% and 
bottom 5% of earners (including all workers directly or indirectly employed) in all companies and 
institutions (probably in companies with 10 or more workers). This would be more effective in 
leveraging reduction of wage inequality than a narrow focus on the CEO and the lowest paid. This 
ratio could be set at a bold but achievable level and progressively reduced over a period of 5 to 
10 years, in line with targets that are transparently set out. Companies have failed to act on their 
own, clearly suggesting that government intervention is required. 

 
Work is continuing to benchmark existing pay ratios in the country. Two benchmarks are being 
considered: The attached graphs plot the approximate ratios between the top 5% and bottom 5%, 
assuming the bottom five percent earn the national minimum wage (it should be higher than this 
if all employers comply with the NMW), and inflates the 2014 QLFS data on the top five percent 
to current June 2018 values (the first graph, figure 1, plots the ratio for monthly pay; and the 
second, figure 2, for hourly pay). Bearing in mind that these are averages, and that there is 
considerable variation within sectors and between firms, these calculations suggest that initial 
legislation of a maximum top 5%/ bottom 5% ratio of 25:1 would be realistic, and that this ratio 
could be reduced over time. However, this needs further investigation and discussion.  

 
Another benchmark which is being investigated is the ratio between the CEO and median pay, a 
benchmark often used internationally; which could be used for example to certify eligibility for 
state incentives and procurement. The limitation of this measure is that it is limited to the CEO; 
but its benefit is that it compares the top to the middle point of the wage structure. Current top 
1% (using this as a proxy for CEO pay)/median pay ratios are around 17:1. This ratio will be lower 
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once the NMW is introduced, but it is difficult to estimate this in advance. Further, because the 
CEO represents only one pay point, there is much greater volatility with this measure than with 
the top 5%. Further work should be done on this question. 
 
Some options to consider: 

- To specify a legislated ratio as a top 5%/bottom 10%, as it may reflect a better picture of the 
bottom of the wage structure. 

- To start with a period of mandatory, enforceable disclosure requirements – i.e. amend S27 – for 
an initial period, such as 18 months, followed by enforcement of the ratio. 

- To combine the top 5% : 5 or 10%  bottom ratio, with consideration of the ratio between executive 
and median pay, with the provision that the ratio which is more favourable to reducing wage 
equality should be applied. 

 
4.4 Regulation of Executive Pay: Various mechanisms have been introduced internationally to 

regulate executive pay and non-salary remuneration/ variable compensation, and bonuses. These 
mechanisms, including legislative interventions and corporate governance models, should be 
considered for application in SA. The recent HSRC survey (see figures 3-4) suggests overwhelming 
public support for legislation imposing limits on executive pay, with 75% either agreeing with 
(53%) or not opposing (22%) such action, while only 15% disagreed. 

 

4.5 State levers: Various levers are available to the state to promote corporate transformation. These 
include attaching conditions to state procurement, incentives etc. Given that reducing wage 
inequality is an important pillar of state policy, and that of the ANC, policy options should include 
insertion of a wage equity requirement into developmental procurement policies, and the use of 
compliance certificates to regulate access to government incentives, and state assistance via the 
DFIs, such as the IDC. Access to such state benefits could also be made dependent on certification 
as a living wage employer, as is practiced in some countries –  a separate brief will be prepared on 
this aspect.  
 

4.6 Retirement funds and investment policies: Retirement funds in the public and private sectors 
should adopt investment requirements which stipulate that only companies adhering to specified 
norms in relation to wage equity would qualify for investment. Such a retirement fund investment 
policy would be greatly facilitated, in relation to the Public Investment Corporation (PIC), if national 
policy had been adopted on this matter. Prescribed asset requirements for investment by both 
private and public sector funds could also contain such a wage equity requirement.  

 

4.7 Collective bargaining: Existing bargaining, with few exceptions, is not doing enough to transform 
the wage structure. In recognition of this reality, some unions have agreed to discourage across the 
board percentage agreements, which simply entrench existing gaps. But there is no national wage 
equity policy which guides collective bargaining structures. Such a framework should be developed 
to promote more equitable outcomes. Collective bargaining guidelines aimed at flattening wage 
hierarchies, and setting ratios between different strata, should be adopted. These should consider 
various experiences, such as wage solidarity interventions in the public service, engineering 
industry, and other sectors in SA, as well as wage solidarity policies adopted in places such as 
Germany and Scandinavia.  

 

 



Policy brief 2.5: Reducing Wage Inequality 

  August 2018
   

 

99 | P a g e  

 

4.8  Leveraging the public sector as the model employer: progress was made post 1994 in flattening 
the wage structure, and radically improving the position of many low paid workers, in the public 
service. This is also true of local government, but less true of state owned enterprises which have 
adopted a private sector culture.  Nevertheless, there are still disproportionate differentials 
between various strata of the public service, and the problem of outsourcing persists. The public 
service needs to become a truly model employer, and needs to adopt a clear wage policy to 
address this challenge, including setting targets which continue to lead society on issues of equity, 
and show the way to the private sector. 

 

4.9 Private sector codes:  Given the extent of pay gaps in SA, and the massive tension they cause in 
labour relations, it is surprising that there have been few initiatives to respond to this situation. 
Apart from a couple of tokenistic actions by private sector executives, there have been no 
systemic interventions. The only known exception to this is the wage restructuring undertaken by 
PPC, in 2013/2014, entailing cuts/ freezes by the top 60 executives, and a rise in the salaries of 
the bottom 1000 workers, reducing the pay gap from 120:1 to 40:1 in a short space of time.77 The 
PPC experience could serve as a model for other companies. Corporate codes of good governance 
should also be adapted to deal with this matter.  

 

5. Impact on jobs 

The main benefit of the proposal will be on improving the quality of jobs and wage income, and the 

reduction of extreme levels of wage inequality, as outlined in the TORs for the Jobs Summit, under the 

stream of Inclusive growth, Redistribution and Transformation. 

The proposal could indirectly act as a stimulus to employment creation by placing more income in the 

hands of low paid workers, thereby raising effective demand across the economy, necessitating the 

requisite supply-side response 

6. Costs and funding 

This depends on the way wage structures are reconfigured, and whether executives, management 

and other high paid employees are prepared to restrain their pay. Reorganisation of the wage and 

salary structure, including reduction of executive bonuses, share schemes, will play a role. Beyond 

this, there will be need for redistribution of part of the surplus. 

7. Risks 

Resistance from employers to introducing, or implementing, such measures. However there are 

growing voices amongst employer leaders, and in the business media, recognising that the current 

situation is unsustainable; and there is a view that such measures could promote increased 

productivity, and reduction of workplace conflict.  

  

                                                             

77 See http://www.moneyweb.co.za/archive/why-ppc-ceo-and-60-execs-took-a-pay-cut-ketso-gord/  

http://www.moneyweb.co.za/archive/why-ppc-ceo-and-60-execs-took-a-pay-cut-ketso-gord/
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8. Risk mitigation 

There needs to be a frank discussion, led from the top (ie by the President, with his counterparts in 

the social partners) on the explosive potential of maintaining the current wage disparities, their 

economic irrationality, and their indefensibility.  Agreement needs to be reached that a key element 

of a social compact is a decisive intervention to address the unsustainable levels of wage inequality. 

Government and leading employers, together with trade unions, need to be seen to champion the 

importance of such an intervention. 

9. Constituency participation in implementation 

There is enormous potential for all constituencies to participate in implementation. Government 

would play a key role in introducing the legislation, and supporting relevant research, with the 

assistance of bodies such as the National Minimum Wage Commission. It would also need to play a 

role as employer in ensuring measures are taken in the state (including state owned enterprises) to 

appropriately reconfigure the wage structure. 

Employers and unions would need to look at how to manage this transformation of the wage structure, 

and consider complementary strategies through collective bargaining for instance, to ensure that the 

reduction of wage inequalities takes place not only between the top and the bottom tiers, but also at 

other levels of the workforce, and between sectors. 
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Appendices: Wage Inequality Policy Brief 

Figure 1 Pay Ratios* between the top 5% and bottom 5% of earners after NMW introduction 

(Monthly) 

 

Source: QLFS 2014, adjusted to 2018 values 

Figure 2 Pay Ratios* between the top 5% and bottom 5% of earners after NMW introduction 

(Hourly) 

 

* Estimates assume bottom 5% earn the R3500 NMW monthly; or the R20 hourly. 
Adjusted for agriculture and domestic work at 90% and 75% of the NMW respectively  
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Figure 3 Support for legislation to impose limits on executive pay (percent)  

 

Source: HSRC SASAS 2017  

 

Figure 4 Support for legislation to impose limits on executive pay by socio-demographic attributes 

(% total agreement, ranked highest to lower)  

 

Source: HSRC SASAS 2017 
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Box 1: ANC Policy on Wage Inequality 

The ANC will: 

• Investigate the modality for the introduction of a national minimum wage as one of the key 

mechanisms to reduce income inequality. 

 

• Strengthen the enforcement of provisions of the Employment Equity Act that require all 

employers to report on disproportionate income differentials at all wage levels and submit 

plans for their progressive reduction. 

 

• Take steps to ensure that collective bargaining takes place in all sectors of the economy. 

Bargaining councils will also be used as vehicles to promote greater equity in the economy 

through linking access to state incentives and procurement to adherence to living wage 

standards, and commitments to promoting wage equity in collective agreements. 

 

• Take steps to strengthen existing laws to ensure faster change in employment equity in all 

workplaces by enforcing an accelerated implementation of employment equity targets. 

ANC 2014 Elections Manifesto 
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Stream 3, Policy Brief 1: Informal Economy/Sector 

Policy brief submitted to the Labour Caucus in the Jobs Summit Small and Micro-enterprise Support 

working group by the Institute for Economic Justice (IEJ). 

Stream:   Small and Micro-Enterprise Support Stream, brief 1 

IEJ Collaborator: WIEGO South Africa with inputs from Laura Alfers, Jane Barrett, Vanessa 

Pillay, Mike Rogan, Marlese von Broembsen; co-ordinated by Caroline 

Skinner.   

 

1. Introduction  

In response to the 2018 Job Summit priorities of inclusive growth and redistribution and (small and) 

micro enterprise development, this brief focuses on informal economy. Informal work should not be 

romanticized – incomes are low for all but a few, while for most working conditions are poor with little 

security or social protection. However, in South Africa, three in every ten of those who work are 

informally employed. This is a significant source of employment and, as is the case globally, is 

increasingly dominant. With unemployment levels increasing (recorded at 27% and 37% for the narrow 

and expanded definitions in quarter 2 of 2018), the chances of accessing any job in South Africa, 

whether informal or formal, are currently low.  

In contrast to micro enterprise development approaches that focus on lowering wages and reducing 

regulation, these proposals focus on increasing incomes of informal workers and improving working 

conditions and social protections. A holistic approach to the informal economy considers the multiple 

needs of informal operators as workers and entrepreneurs, working in different locations and 

segments of the economy. Increasing the incomes and work conditions of the bottom quintiles of the 

labour force will generate further demand for goods and services especially in low-income areas, so 

contributing to inclusive growth and redistribution. In turn this has the potential for creating more and 

better-quality jobs – both formal and informal.  

2. What is the informal economy / sector?   

There is considerable confusion about who and what activities are included in the informal economy 

or sector. The International Conference of Labour Statisticians (ICLS) has approved international 

statistical definitions of the two distinct but related concepts. These norms are reflected in box 1.  With 

the International Labour Organization (ILO) and the International Expert Group on Informal Sector 

Statistics, WIEGO pushed for the broader concept on informal employment which captures all forms 

of informal employment both inside and outside the informal sector. A focus just on informal sector 

enterprises tends to side step the complexity of informality, including informal wage employment in 

both formal and informal enterprises and households. An enterprise lens also tends to narrow the 

policy focus to supply side measures of training and micro finance.    
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Statistics South Africa applies ICLS norms, defining the informal sector as having the following two 

component two components:  

i) Employees working in establishments that employ fewer than five employees, who do not 

deduct income tax from their salaries/wages; and  

ii) Employers, own-account workers and persons helping unpaid in their household business 

who are not registered for either income tax or value-added tax (2018: 17).  

This is in contrast to informal employment, which is defined as all people ‘who are in precarious 

employment situations, irrespective of whether or not the entity for which they work is in the formal 

or informal sector’. They further clarify,  

Persons in informal employment therefore comprise all persons in the informal sector, 

employees in the formal sector, and persons working in private households who are not 

entitled to basic benefits such as pension or medical aid contributions from their employer, 

and who do not have a written contract of employment. (2018: 17-18).  

While informal employment is defined in regular Quarterly Labour Forces Survey releases, only 

domestic worker and informal sector data is reflected. This is a missed opportunity to regularly 

highlight the quality of work in South Africa.  

3. The Size and Contribution of the South African Informal Economy / Sector78 

Statistics South Africa’s non-agricultural labour force data show that 4.5 million people are in informal 

employment. Four hundred thousand of these workers are employed in the formal economy but under 

precarious conditions, another 1.3 million as domestic workers, and 2.8 million in the informal sector. 

Further interrogation of informal sector data shows that it is largely constituted by own account 

workers – street and spaza shop traders, taxi drivers, construction workers, educare providers, waste 

                                                             

78 Dr Rogan generated the statistics cited here using Statistics SA Quarterly Labour Force Survey data for 
quarter 4, 2017.  

Box 1: International Conference of Labour Statisticians Definitions 

informal sector (enterprise-based definition) refers to the production and employment that takes 

place in unincorporated, small or unregistered enterprises (1993 ICLS) 

informal employment (worker-based definition) refers to all workers not covered or insufficiently 

covered by formal arrangements through their work, including, 

• own-account workers and employers in informal sector enterprise 

• employees who do not have labour rights (such as not receiving social insurance 
through their job or the right to vacation or sick leave, whether they work in informal 
or formal enterprises or households.)  

• unpaid workers, including family workers, own use producers, volunteers and trainees 
(2003 ICLS)  
 

informal economy refers to all units, activities, and workers so defined and the output from them. 

http://www.statssa.gov.za/publications/P0211/P02112ndQuarter2018.pdf
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recyclers, tailors, shoe repairers, bush mechanics, among others (see Rogan and Skinner, 2017 for 

details).  

Recent research also shows informal employments’ significant contribution to poverty alleviation 

(Cichello and Rogan, 2017; 2018). While individual incomes are often low, cumulatively these activities 

contribute significantly to gross domestic product (GDP). Stats SA estimated the informal sector 

contributed 6% of GDP (Stats SA, 2014).  This work is connected into the formal economy in a myriad 

of ways – either purchasing from, supplying into or being the last mile distribution for, the formal 

sector. This is while informally employed domestic and care workers allow others to work. Any policy 

intervention needs to be critically informed by these interconnections.  

4. The Nature of the Problem   

Protections and benefits – non-compliance and significant gaps: Protection of and support to the 

informally employed has been intermittent in the post-apartheid period. With respect to employment 

and social protections, some key legislation, like the Basic Conditions of Employment Act (BCEA), cover 

all employees whether they are working in the formal or informal economies. There is however little 

capacity within the Department of Labour to monitor compliance in the formal, let alone informal 

sectors. In addition, for critical benefits and protection – like maternity benefits, unemployment 

insurance and occupational safety and health protections – own account workers are not covered.  

State destruction of livelihoods and patchy support measures: A detailed analysis of local, provincial 

and national policy responses to the informal sector in the post-apartheid period concluded this has 

been a mix of ambiguity, omission, but also repression. Notable cases of destruction of livelihoods 

cited are violent removal of 6000 inner city street traders in Johannesburg in 2013; the closure of 600 

informal businesses by the Limpopo government in 2012, but also ongoing confiscation of informal 

goods (Skinner, 2018). When the informal sector is addressed, it tends to be regarded as micro and/or 

survivalist small businesses predominantly requiring micro-finance, training and removal of regulatory 

constraints. The first and only attempt to have a nationally coordinated informal sector policy – the 

National Informal Business Upliftment Strategy or NIBUS (DSDB, 2014) – is a case in point. While such 

support interventions may assist, a much more comprehensive and nuanced approach is required.  

Governance mismatches – the informal economy as a low priority issue combine with ambivalent 

attitudes: While recent progress has been made in the Departments’ of Labour and Small Business 

Development in acknowledging the informal economy, it is an issue that is accorded low priority with 

insufficient human and financial resources being allocated. The activities of local government are 

particularly critical to those working informally but local authorities often have an ambivalent attitude 

to informal work, especially those operating in public space, since this is seen as antithetical to what 

constitutes a ‘modern’ city. Further multiple departments across all three tiers of government impact 

work in the informal economy. Informal economy budget analyses powerfully demonstrate this (see 

Budlender, Valodia and Skinner, 2004 and Robbins and Quazi, 2015). In terms of policy levers, this 

shows that the importance of considering multiple departmental players.   

Anti-foreign sentiment as a key driver of punitive approaches: Due to low barriers to entry, the 

informal economy is a source of employment for foreign economic and political refugees. Post-

apartheid experience has shown, in the face of state failures, foreign migrants are easy scape goats. 

http://www.redi3x3.org/sites/default/files/Rogan%20%26%20Skinner%202017%20REDI3x3%20Working%20Paper%2028%20Informal%20sector%20in%20SA%20-%20QLFS%20analysis.pdf
http://www.dsbd.gov.za/?page_id=1224


 Policy Brief 3.1: Informal  

Economy/Sector 
August 2018  

 

108 | P a g e  

 

Xenophobic sentiments, within and outside the state, are a key risk in securing a progressive stance 

on the informal economy. Anti-foreign sentiment has been a key driver of punitive approaches (e.g. 

the Draft Business Licensing Bill) that are destructive to South African and migrant operations alike.  

The multiple linkages between the formal and informal economies not informing interventions: Any 

detailed analysis of the informal economy and / or segments within it, show that the formal and 

informal economies are critically intertwined79. For example, the CSIR (2015) estimates that 

approximately 60 000 waste pickers collecting between 16-24 tons of recyclables each per annum are 

a critical source of supply to formal recycling companies – Mpact, Consol and Universal Recycling – an 

industry estimated to generate R15 billion in revenue. Understanding these interconnections are a key 

to designing more effective interventions. Philips’ (2018) also details formal-informal inter-

connections, arguing that a key reason that South Africa’s informal economy is comparatively small, is 

in fact concentration in the formal economy. Again, this broadens the policy focus, to include economic 

policies such as competition policy.   

The role of big corporates – unregulated and unaccountable: Many multinational corporations – 

Unilever, Breweries (e.g. Anheuser-Busch InBevIt) and Coca-Cola, Gold Leaf Tobacco – informal 

retailers provide the final point of distribution for their products. Some of these corporates claim that 

their use of informal operators is part of their commitment to black economic empowerment or even, 

as in the case of Coca Cola, corporate social investment (Woodward, Rolfe & Ligthelm, 2014). Closer 

scrutiny shows that this is often a commercial strategy that can simply devolve risk to smaller players 

(the ABI controversial owner-driver scheme being a case in point) or as in Gold Leaf Tobacco, a tax 

evasion strategy. This suggests far greater attention needs to be paid to the big corporates. The policy 

challenge in South Africa, and globally, is finding ways to ensure corporates take responsibility for, and 

contribute to protection of, work and workers in their value chains.   

Lack of voice for informal workers and their representatives in policy processes: Informal workers  

are often assumed to be unorganised, which is not the case. In towns and cities across South Africa, 

informal workers act collectively. This is increasingly aggregating up to national alliances of informal 

worker organisations, notably the South African Waste Pickers Association (SAWPA); the South African 

Informal Traders Association (SAITA) and the South African Domestic Service and Allied Workers Union 

(SADSAWU). While these and other informal worker organisations have been recognised as part of the 

Community Constituency in NEDLAC and are active in the ILO Recommendation 204 process described 

below, they are often excluded from other policy processes, both at a national and local level.  

5. Current Agreements and Processes by Social Partners to Address this Issue  

There are a range of ongoing informal employment policy efforts. The Jobs Summit process holds the 

hope of cohering these multiple initiatives.   

The 2014 and 2015 International Labour Conference focused on the informal economy. This resulted 

in Recommendation 204: Transition from the Informal to the Formal Economy. This is a major break 

through in the international policy arena. South Africa was selected as test case for the ILO of 

implementation of R204. The partners in NEDLAC have been engaged for a few years in a Decent Work 

                                                             

79 One notable exception is the traditional medicine value chain.  
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Country Programme (DWCP), as part of the ILO's Decent Work agenda. Informal worker organisation 

representatives are involved in the process via the Community Constituency. Implementation of R204 

was agreed to be a key pillar of the DWCP’s work.  R204 provides an important framework for informal 

economy policy making. Key elements of R204 include: 

• Providing rights, protections and incentives for informal workers, and recognises the need for 
a friendly legal and policy environment. 

• Promoting the preservation and expansion of formal jobs, with the informalisation of formal 
jobs to be prevented. 

• Recognising public spaces as work places, and the need for regulated access by informal 
workers to public natural resources.  

• Ensuring freedom of association and collective bargaining for informal workers. 

• Providing social protection, including the extension of social insurance coverage, and 
occupational health and safety for informal workers. 

• Ensuring gender-based equality and the elimination of all forms of discrimination and violence 
against informal workers, including gender-based violence. 

• Including the membership-based organisations of informal workers in all tripartite 
negotiations and consultations on issues that affect them.  

• Extending labour inspection to protect informal workers. 

• Collecting statistics on the informal workforce. 

• Preserving and improving livelihoods of informal workers during the transition to 
formalization. 

The South African government, together with the three social partners in the tripartite plus one 

arrangement, has committed to the implementation of R204. Because R204, like all other ILO 

instruments, sets out only basic principles, the social partners are now expected to elaborate and 

agree on precise steps to be taken to put R204 into effect. These steps include identifying changes in 

all laws that relate to the bullet points listed above.  

To date, the main features of the R204 implementation process have been: 

• A national workshop of organised labour and informal worker organisations in April 2016. 

• An Informal Economy National Summit convened in June 2016. 

• The establishment of an implementation Task Team in June 2017 comprising representatives 
of government, organised labour, informal worker organisations, business and the ILO. The 
Task Team has agreed terms of reference and is supposed to meet once every two months, 
although meetings have to date been slightly less frequent. The Task Team has agreed on an 
expanded version, to meet when necessary, with more representatives for each social partner.  

• Agreement by the Task Team on a process of identifying a number of municipalities in which 
pilot policy and implementation engagement processes should be rolled out, including the 
establishment of local negotiating forums between the council authorities and informal 
worker organisations. 

• The establishment by the Task Team of a legal reform sub-committee to look into whether 
amendments will be required to any or all of the following laws, in order to comply with 
commitments made in R204, including the recognition of all informal workers as workers. The 
legal reform sub-committee has agreed on terms of reference but is yet to start work on the 
substance of the identified laws. (See Appendices).   
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• In principle agreement by the Task Team that Social Protection needs to be established as an 
additional stream of work, with proposals on what needs to be focused on having been tabled 
in the Task Team (See Annex 3).  

• A National Dialogue in March 2018, which produced a roadmap of actions.  
  

Another important initiative not under the R204 process, but aligned to it, is the South African Local 

Government Association’s (SALGA) process of developing informal economy guidelines for the 257 

municipalities who are their members.  

The above is an impressive list of agreements and high-level engagement processes. However, there 

are some serious obstacles to moving these agreements and processes beyond talk shop status. These 

obstacles include: 

• Inadequate financial resources for the R204 Expanded Task Team to meet. Currently only the 
Task Team members are being financed by government to attend meetings. 

• No financial resources for informal worker organisations to convene national meetings 
together to ensure accountability. 

• Insufficient engagement on the part of COGTA with its constituent municipalities to encourage 
and guide (and if necessary fund) them in their engagements with informal worker 
organisations. In the absence of resources or directives from COGTA, SALGA informal economy 
guidelines, municipalities may remain unresponsive. 

 

6. Proposed approach, including policy shifts required to achieve the systemic change 

The proposed approach is to improve protections and enhance incomes of informal operators as 

workers and entrepreneurs, working in different locations and segments of the economy. WIEGO has 

multiple work streams and is involved in research, policy and advocacy at local, national and 

international levels. Due to the time available to draw together this briefing note, we were not able to 

do full justice to all of these issues but can furnish further details on request. Our work however does 

suggest the following priorities:    

Do no harm measures: As noted above, precarity in many instances is generated by the state. Ongoing 

confiscation of informal traders’ goods, evictions of informal retails in blitz interventions like 

‘Operation Clean Sweep’ in inner city Johannesburg and ‘Operation Hardstick’ in Limpopo being cases 

in point. Other occupations like waste picking are also subject to ongoing harassment while the 

distribution of fishing quotas have had devastating impacts on small scale fisherfolk80. A critical starting 

point needs to be ‘do no harm’ measures. An inventory of these state actions needs to be established 

as a matter of urgency, and working alongside representatives of these worker groups, alternative 

paths of action identified.  

Implement protections that are there: Where protections have been put in place, for example basic 

conditions of employment or sectoral minimum wages, there is little enforcement oversight. When 

workers are ‘informal’ because of noncompliance – what is required is inspection and compliance by 

                                                             

80 See for example https://www.dailymaverick.co.za/article/2018-08-14-hangberg-why-fishers-have-been-
turned-into-poachers/.  

https://www.dailymaverick.co.za/article/2018-08-14-hangberg-why-fishers-have-been-turned-into-poachers/
https://www.dailymaverick.co.za/article/2018-08-14-hangberg-why-fishers-have-been-turned-into-poachers/
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all employers, whether in the informal or formal sector. The enforcement capacity of the DOL's labour 

inspectorate needs to be enhanced and a strategy needs to be developed that encourages progressive 

compliance by employers, including considering the option of permitting certain exemptions for an 

agreed period while compliance is pursued in a step-wise manner. Compliance by all employers and 

particularly by those in the informal sector, needs to be made possible through the introduction of 

coherent employer support measures, including an examination of the relationship between, for 

example, large powerful firms and small weak firms.81   

Legal reforms: Changes in the core labour statutes and other Acts are however urgently required in 

order to extend rights, protections and benefits to own account workers. Appendix 1 outlines 

amendments to the Labour Relations Act (LRA) and the Basic Conditions of Employment Act (BCEA), 

and various social protections including legislation relating to occupational health and safety. 

In addition to these, attention needs to be paid to the recognition of public spaces as work places. The 

Socio-Economic Rights Institute have been working with SALGA on street vending regulations. SERI’s 

Fish-Hodgeson and Clark (2018) analyse jurisprudence with respect to street vending and show that 

the law grants protection to foreign nationals who participate in informal trade, cautions local 

government to the illegality of impoundment of traders’ goods. The report concludes with various 

recommendations that have been drawn from case law. Clark (2018) translates this into a set of 

recommendations to local government including outlining bylaw clauses that need to be changed if 

current laws are to comply with the constitution. Further work needs to be done regarding the need 

for regulated access by informal workers to public natural resources like waste, medical plants and 

fish.   

Investing in infrastructure: Infrastructure has an important and positive impact on the resilience and 

productivity of informal workers. Those working in public spaces need access to basic infrastructure – 

water and toilet facilities as well as infrastructure to support their work – shelter, storage and sorting 

facilities. Dobson and Skinner (2009) for example, show how providing electricity to street and market 

traders working in inner-city Durban has led to increased value addition. The DSDB has established a 

fund - the Shared Economic Infrastructure Facility (SEIF) – for infrastructure for clusters of informal 

enterprises, SMMEs and cooperatives. The fund requires a matching 50/50 contribution by the 

municipality or province and makes up to R5 million available per project. According to the DSDB 

reports to parliament, there however has been very little uptake of these funds 

(https://pmg.org.za/committee-meeting/24671/). The reasons for this need to be investigated as a 

matter of urgency.   

The evidence shows that for many informal workers their home is their workplace – spaza shop 

owners, those doing small scale catering and manufacturing to name a few (see findings from the 

Survey of Employers and Self Employed, Stats SA 2014). Acknowledging and supporting these realities 

needs to critically inform approaches to slum upgrading and low-cost housing projects. This suggests 

a different approach to town planning and settlement design (see Skinner and Watson, 2018).    

                                                             

81 In addition, the provisions that already exist in our core labour statutes need to be creatively exploited in 
order to introduce minimum employment standards for workers in atypical employment relationships.  

http://www.wiego.org/wiego/working-in-warwick-street-traders
http://www.dsbd.gov.za/?page_id=1222
https://pmg.org.za/committee-meeting/24671/


 Policy Brief 3.1: Informal  

Economy/Sector 
August 2018  

 

112 | P a g e  

 

Training and access to financial services: Analysis of the supply of training to the informal economy 

suggests that the Sectoral Education and Training Authorities (SETAs) have little incentive nor the 

expertise to service the specific needs of the informal economy (see Devey et al 2008).  DSDB 

addresses this through the SEIF programme but this is still struggling to scale up their interventions. In 

their June 2017 report to parliament, DSBD noted they had trained just over 4 400 informal sector 

operators82. While this is progress, given that in the same period over 2.8 million people were 

registered as working in the informal sector, scaling up remains a challenge.  

Lack of access to finance is repeatedly identified as a problem in surveys with informal economy 

operators (see Fourie, 2018). The Survey of Employers and the Self Employed (SESE) shows how little 

access to credit those working in the informal sector currently have. In 2013, 97% of those interviewed 

had no access to any credit facility or asset finance, rather financing their enterprises with loans from 

family or friends (Stats SA, 2014: 15). There is increasing emphasis in the literature on the importance 

on the role of savings (Martin and Paul, 2015) rather than access just to credit83. Access to banking is 

thus important. SESE however found that only 21 % of interviewees had a bank account (ibid), 

suggesting that the financial service sector campaign, that is pressuring banks to service poorer clients, 

has made only marginal inroads into the informal sector in South Africa. Access to a range of financial 

services is an important factor in managing shocks, for mitigating vulnerability, but also the process of 

entering the informal sector, and the small steps entailed to expand operations or access new lucrative 

markets (see Philip, 2018).  Further pressure needs to be placed on the banks to increase their 

coverage.  

Social protection reforms (inclusive of Occupational Safety and Health): 84 South Africa has expanded 

its social grant system considerably since 1994. Own account workers and other categories of informal 

workers, as part of the universal adult population, are eligible for the child support grant as well as all 

the pensions (old age, disability, and veterans). In addition to the above, in 2016 a new national 

integrated Early Childhood Development (ECD) policy was introduced by government to include all 0-

4 year olds (as opposed to previous policy covering 3 years plus). This is a universal policy applying to 

all children. Given that child care is key to a sustainable income for many own account women workers, 

a concerted effort will have to be made by all stakeholders to ensure it is applied to the children of 

own account workers.  

Own account workers however remain excluded from all forms of social protection that are dependent 

on an employment relationship. Specifically, they are excluded from the Unemployment Insurance Act 

(UI Act), the Occupational Health and Safety Act (OSH Act) and the Compensation for Occupational 

Injuries and Diseases Act (COIDA).  

Social Protection is a specialist area of policy. At almost every step of the way there are key policy 

choices to be made, e.g. whether protections are contributory or not, whether they are means tested 

or universal, whether they take the form of a cash transfer or are insurance based, and so on. 

                                                             

82 https://pmg.org.za/committee-meeting/24671/.  
83 Even among those providing micro finance there is broad acknowledgement that offering a range of services 
needs to be a key focus for the future (Center for Financial Inclusion, 2011).  
84 This section draws form Extract from the Concept Note on Legal Reforms Required to Align South African 
Laws to ILO Recommendations 204.  

https://www.hsrcpress.ac.za/books/human-resources-development-review-2008
http://www.bridge.org.za/wp-content/uploads/2016/05/Overview-of-National-Integrated-Policy-for-ECD-2016.pdf
http://www.bridge.org.za/wp-content/uploads/2016/05/Overview-of-National-Integrated-Policy-for-ECD-2016.pdf
https://pmg.org.za/committee-meeting/24671/
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Furthermore, all aspects of social protection are integrally linked, meaning that piecemeal reform is 

usually not successful. Input from social protection experts, together with engagement between the 

social partners with a view to reaching policy consensus is absolutely critical before major reforms to 

laws relating to social protection are proposed.  

The discussion on legal reforms required to bring informal workers under those key social protections 

from which they are currently excluded does not however need to start from scratch. There are already 

a number of policy and law processes underway.  

First there is the stalled process of the consolidation of a comprehensive social security system. This 

discussion needs to be urgently revived within NEDLAC. The starting point of these discussions from 

the point of view of the inclusion of informal workers would be the proposal for a National Social 

Security Fund, with a simplified contribution arrangement for own account and other informal workers 

(see the March 2012 Discussion Document produced by the Inter-Ministerial Task Team on social 

security and retirement reform). The envisaged NSSF included proposals for disability and survivor 

benefits, an extension of Unemployment Insurance after the exhaustion of credit days, a funeral 

benefit, and a low-cost pension fund to supplement the existing old age pension – with informal 

workers being eligible for all of these.  

Second, there is the National Health Insurance White Paper, which needs to be engaged with.  

Third, some consideration has been given to the consolidation of the two existing workers' 

occupational illness and injury compensation schemes (one for former mine workers and one for all 

other formal workers).  

Fourth, there is currently an investigation being led by the South African Law Reform Commission into 

mechanisms for the extension of maternity and paternity benefits to informal workers.  

Furthermore, it may be useful to draw on a range of international examples of steps taken to include 

informal workers in some or all social protections. For example,  

• Senegal has fused some small-scale contributory social security schemes with its public 

schemes;  

• Tunisia has been expanding workers compensation and pensions to informal workers, sector 
by sector;  

• India introduced the Unorganised Sector Social Security Act in 2008 which allows for the 
introduction of sector-based schemes for informal workers;  

• Zambia is currently experimenting with extending contributory social protections to informal 
construction workers – taking advantage of the existence of large employers in the industry 
which makes it possible to adopt a "value chain"/cross subsidisation model;  

• Thailand has introduced a universal health scheme;  

• Ghana and Rwanda have extended their contributory health schemes to include informal 
workers;  

• Kenya’s National Social Security Fund allows for self-employed workers to become ‘voluntary 
members’ of the Fund. The Fund provides for old age, withdrawal benefits, survivors’ benefits, 
an invalidity benefit and a funeral grant.  

• Cape Verde and Mauritius have introduced noncontributory health insurance systems.  
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Many of these examples have been documented by WIEGO (www.wiego.com) and by SASPEN (the 

Southern African Social Protection Experts Network) (see www.saspen.com).  

Regardless of the need for urgent engagement with all of the above processes, there are some quick 

legal and other interventions which would assist to facilitate the inclusion of informal workers in 

certain social protections, while the more extensive policy discussions proceed.  

Below are some suggested short term interventions, most of which would likely not require any 

significant or contested changes to the law: 

To give effect to a maternity benefit, there are a number of options: - (a) it could be realised in terms 

of the UI Act and BCEA, which is preferable, not least of all because the UI Fund currently has massive 

reserves so there would be no additional cost to the fiscus or (b) introducing a supplementary payment 

to the child support grant for self-employed workers for an agreed period (for example for six months 

after the birth of a child) as a means of compensating for lost income. 

With regard to the OHS Act, it should be possible to include representatives of own account workers 

on the Advisory Council for Occupational Health and Safety without any change to the law. The 

Advisory Council could in turn establish a technical committee comprising representatives of own 

account workers as well as experts. On the advice of the Advisory Council, the Minister of Labour could 

issue regulations covering own account workers, again probably with no amendments to the law being 

necessary. Where changes in the OHS Act may be required would be in relation to the election and 

function of safety representatives (Sections 18 and 19 of the OHS Act), and in relation to the scope 

and function of the safety inspectorate (Sections 27-35 of the Act). The absence of an employment 

relationship should not be an obstacle, as in most cases the local authority will become the counterpart 

bearing responsibility for the provision of services necessary to keep own account work safe and 

healthy e.g. clean water, toilet facilities, protection against fire hazards, and the provision of lighting 

and access to electricity.  

Sector specific interventions: While there are cross cutting issues identified above, different segments 

within the informal economy have particular issues. The suggested approach is to identify segments 

in the informal economy and conduct an intervention analysis that identifies:  

• What is the current legislative framework that governs this work. What are the gaps?  

• What protections in place and are they being accessed / implemented?  

• Who are the multiple players in the state and private sector who shape the working 
environment?  

• Where do informal workers fit in broader value chains?  
 

This can then identify the critical points of leverage to secure to improve working conditions and 

security and increase incomes. WIEGO’s work on two sectors suggests the following.  

Informal retail  

In the first quarter of 2018 Statistics South Africa estimated that 1 093 000 people worked informal 

retail. This is a disproportionate source of employment for women. Further evidence shows that 

informal retail is a key source of food for poor households in general and food insecure households in 
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particular (Hungry Cities, African Food Security Urban Network). And yet the policy approach is on a 

spectrum from violent removals, to punitive (with frequent confiscations), to lower level every day 

harassment, to benign neglect with only a few cases of progressive inclusion.  

Exclusionary approaches are underpinned by punitive legislative frameworks that criminalize these 

activities. Anti-foreign sentiment a key driver. However, important litigation challenging these 

frameworks has declared confiscation of traders’ goods and closing and targeting foreigners’ spazas 

unconstitutional. SERI / SALGA details this, including what local government is constitutionally 

obligated to do. Good examples of inclusive legislation are Street Vendors (Protection of Livelihood 

and Regulation of Street Vending) Act in India. Using this and model bylaws developed by the Legal 

Resources Centre, SERI is currently drafting model bylaws for inclusion in the SALGA informal economy 

guidelines. A critical next step will be to consider how to encourage / ensure that local governments 

align their street vending bylaws to the constitution.   

A key and silent player is the Passenger Rail Agency of South Africa (PRASA) since they manage the 

areas around train stations – a natural market for street vendors. Currently their approach is to simply 

profit maximize which often means not prioritizing spaces for the informal sector. These requirements 

need to be revised.  

The majority of informal vendors source their supplies from the big corporates. For example, Tsoeu 

(2009) estimates that 82% of South African Breweries’ final point of sale is in the informal sector while 

Unilever supplies between 145 000 to 175 000 informal retailers in the country (Personal 

correspondence, Trade Intelligence, 11 July 2018). These players seldom engage in policy processes 

and should be drawn on and pressured to take responsibility for social protections. The opportunity 

for state – private sector – informal sector synergies could be explored. There is precedent for this in 

Bhubaneshwar in India85.  

Waste Recycling  

The current waste management system and the further promotion of privatization locks informal 

recycling workers into the poverty trap at the bottom of the waste value chain. Their income is 

determined by middlemen mediating between the workers, who work under extremely unsafe and 

hazardous conditions to retrieve 10.8 million tons of recyclable material from landfills, households, 

industry and public spaces annually, and the big recycling companies. A system of social, economic 

and political inclusion must be introduced. 

Government’s increasing focus on creating ‘green jobs’ must place existing workers at the centre of all 

green economy policies and strategies and not displace them from their existing livelihood. 

Recognition of informal recycling workers as key stakeholders must be a priority of all efforts in 

developing the green economy through improved working conditions and skills development for their 

progression in the recycling value chain. In the context of an environmental and socio-economic crisis, 

savings in landfill costs could be applied to inclusive, socially responsible models of recycling. 

                                                             

85 See http://www.wiego.org/blog/partnering-street-vendors-led-one-indian-city-model-way-forward.  

http://www.legislative.gov.in/sites/default/files/A2014-7.pdf
http://www.legislative.gov.in/sites/default/files/A2014-7.pdf
http://www.wiego.org/blog/partnering-street-vendors-led-one-indian-city-model-way-forward
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Strengthening of the economic environment: payment for waste pickers’ labour and/or compensation 

through subsidies; schemes for payment of environmental service rendered. 

Policy priorities for waste recyclers:  

• There has to be alignment of policy and legislative reforms across different national 
departments: Department of Environmental Affairs to address environmental priorities, 
Department of Science and Technology as it addresses technological innovation, Cooperative 
Governance and Traditional Affairs to support the implementation of national policies at local 
government level. All the policy and legislative reform processes should be coordinated by the 
Department of Labour in its oversight of the country’s Decent Work Programme and the 
transition from the informal to the formal economy. 

• Waste minimization policies such as the separation at source of household waste is 
threatening informal recycling workers’ livelihood because they have to compete against the 
private sector (contracted by municipalities) for access to recyclable material, despite 
politicians’ denial of the unfair competition that the privatization of recycling creates. Clearly 
transformative pro-poor policies must be developed, implemented and regularly monitored.  

• Informal recyclers must be registered on municipal databases to have accurate records of the 
number of workers and to measure their contribution to municipalities’ waste minimization 
targets. 

• The recognition of informal recycling workers to be formalized by paying them for the public 
service that they provide (the payment of informal recyclers has been proven to increase 
recycling rates in countries such as Egypt, Argentina, Brazil, Colombia and India). 

• The private sector has already endorsed labour intensive recycling in recognition of the socio-
economic context, however government should regulate the working conditions as it does 
with all other sectors in the economy. 

• Subsidies and coaching/mentoring for workers’ small, medium and micro enterprises should 
be provided to ensure effective integration into the recycling industry. 
 

7. Financing and Sources  

There has been insufficient time to do detailed costing on all the suggestions above. A few issues 

related to funding. First there are existing state funds allocated to supporting informal workers within 

both national and local authorities. Often these are uncoordinated, insufficient and sometimes spent 

on destroying livelihoods (for example local authorities report how expensive evictions are, since there 

are few other opportunities they only sustained if there is constant policy presence). In addition, some 

of the allocated funds go unspent. For example, the Department of Small Business Development 

(DSBD) June 2017 report to parliament, the DSBD reported R46 million underspending86 on 

implementation of informal business support. It is important to understand the institutional and other 

blockages to spending.  

The R204 process holds the hope of finally securing a more and supportive approach to the informal 

economy. However insufficient resources have been set aside for the convening of various committees 

                                                             

86 See https://pmg.org.za/committee-meeting/24671/ and https://mg.co.za/article/2017-03-10-00-small-
business-fails-to-spend-budget-yet-zulu-wants-more-money 
 

https://pmg.org.za/committee-meeting/24671/
https://mg.co.za/article/2017-03-10-00-small-business-fails-to-spend-budget-yet-zulu-wants-more-money
https://mg.co.za/article/2017-03-10-00-small-business-fails-to-spend-budget-yet-zulu-wants-more-money
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tasked with taking the process forward. For example, currently, participation of informal worker 

organisations is being funded by the Nedlac Community Constituency budget, but this is a very limited 

budget and needs either to be topped up, or alternative sources found within government.  Funding 

for this is key.  

Our worker group analysis suggests that there are missed opportunities in leveraging private sector 

funds. Resources to pay waste recyclers for their contribution to the environment and saving they 

generate to municipalities87, as they do in Colombia, could in part be funded through Extended 

Producer Responsibility (EPR) levies. Currently producers are reluctant to contribute to national 

treasury as they will have no control over how it is spent (based on their experience of the plastics 

levy). They are proposing the setting up of an EPR accredited system that could pay informal recycling 

workers through EPR registered buy-back centres. Further work needs to be done to look at innovative 

financing models like these.  

8. Conclusion  

Mitigating against continued marginalisation of the informal economy requires multiple departments 

across levels of government viewing the informal economy, not a marginal add on, but as a priority 

issue and co-ordinating their approach and priorities (including resource allocation) accordingly. The 

R204 process should be complemented by a dedicated informal economy policy development process 

jointly spearheaded by DSDB and DoL. In both processes informal worker group representatives need 

to be intimately involved.    

This document reflects only elements of WIEGO’s work. WIEGO has a wealth of information and hope 

to engage further with the labour consistency on these issues.   

  

                                                             

87 The CSIR (2016) estimated that waste pickers save municipalities between R309 and R749 million in landfill 
space in 2014. 
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Appendices: Informal Economy/Sector Policy Brief 

Appendix 1: Formalisation for Own Account Workers  

(Extracts from the Concept Note on Legal Reforms Required to Align South African Laws to ILO 

Recommendations 204) 

In contrast to what is required for waged informal workers, for own account workers significant legal 

changes are required in order to align with R204. The Recommendation 204 provisions that are 

relevant for own account workers and for this committee to consider with respect to legal reform are:  

a) A friendly legal and policy environment that provides for progressive implementation and 
enforcement of rights and protections 

b) Freedom of association and collective bargaining  
c) Inclusion of representative membership-based organisations of informal workers in all 

tripartite negotiations and consultations on issues that affect them.  
d) Recognition of public spaces as work places, and the need for regulated access by informal 

workers to public natural resources.  
e) Social protection, including the extension of social insurance coverage, and occupational 

health and safety  

We are of the view that the South African Constitution provides a solid foundation for the reforms 

necessary for R204 to take effect. Section 23 of the Constitution reads:  

23. (1) Everyone has the right to fair labour practices. (2) Every worker has the right— 

(a) to form and join a trade union; (b) to participate in the activities and programmes 

of a trade union; and (c) to strike 

It is important to note that the Constitution refers to workers and not employees.  

The Labour Relations Act realizes these Constitutional rights broadly in the context of an employment 

relationship, which excludes own account workers. Section 1 states that the purpose of the Act is “to 

advance economic development, social justice, labour peace and the democratisation of the 

workplace” … “to give effect to the fundamental rights conferred by section 23 of the Constitution.” 

The LRA proceeds to provide a collective bargaining framework for employees and their trade unions 

with employers and employer associations 

Our contention is that R204 and the Constitution recognises that own account workers are also 

workers and that 23 (2) (a); (b) and (c) are integral to formalizing their work. This note aims to identify 

key areas of reform and some of the applicable provisions of the LRA and BCEA. It is not intended to 

be comprehensive, or to suggest appropriate wording for amendments.  

In this section we outline in broad terms the proposed amendments to the Labour Relations Act (LRA) 

and the Basic Conditions of Employment Act (BCEA), and various social protections including legislation 

relating to occupational health and safety. 
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The Labour Relations Act  

In respect of the Labour Relations Act, formalisation for own account workers would mean, above all 

else:- 

a) Trade union registration: Trade unions of own account workers should be able to register as 
trade unions and represent own account workers in collective negotiations and social 
dialogues. Trade unions that have both own account and waged workers in their ranks should 
also have their registration take both into account. India and Malawi are two countries that 
have recognized own account workers’ trade unions as unions. The national trade union 
federations in Tanzania, Kenya, Senegal, Malawi, and Nicaragua amongst others have 
admitted trade unions of own account workers as members. The International Trade Union 
Confederation (ITUC) has admitted SEWA, an Indian federation of informal workers to 
membership. The concept of trade unions for own account workers is therefore not as foreign 
as many might think.  

b) A framework that allows trade unions of own account workers to bargain collectively with local 
government and other agreed identified government institutions over matters of mutual 
interest (i.e. everything that impacts on working conditions, including the content of by-laws; 
the regulation of their access to public space and; public procurement opportunities for waste 
collectors; access to waste; licenses etc.) 

c) Adjudication of disputes/denial of labour rights by the CCMA and the Labour Court  
d) Representation at NEDLAC in all chambers as a partner, preferably as an acknowledged part 

of the labour constituency  
 

Examples of Sections of the LRA that would require amendment to expand the right to freedom of 

association and collective negotiations to own account workers are:- 

a) Definition section: define own account worker 
b) Section 4 (1): who has the right to join a trade union (or form a union) 
c) Section 14(4): trade union representative may represent a union member in disputes with the 

state e.g. police, licensing official etc.  
d) Section 16: possible disclosure requirements on the part of local government, in particular 

with regard to proposed decisions with respect to public space or public resources or services 
that affect informal workers. 

e) Section 21(3): “Within 30 days of receiving the notice, the employer (or local government) 
must meet the registered trade union and endeavor to conclude a collective agreement as to 
the manner in which the trade union will exercise the rights in respect of that workplace” 
whether that work place is the home or a public space”.  

f) Sections 21 and 22 deal with the right of the trade union employer to go to the Commission 
for Conciliation, Mediation and Arbitration if agreement is not reached. These rights should be 
extended to trade unions of informal workers and local governments, or other institutions 
with who own account workers’ trade unions are bargaining.  

g) Representivity: in general terms, the same principles of sufficient representivity as already 
exist in the LRA should apply to own account worker trade unions.  

h) Section 23: to provide for collective agreements between trade unions of own account 
workers and local governments and other identified institutions of the state.  

i) Section 77: Protest action to promote or defend socio-economic interests of workers should 
include provision that own account workers may not lose licenses etc.  
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j) Section 157: Jurisdiction of the Labour Court amended to include jurisdiction over disputes 
between trade unions and local governments?  

 

Basic Conditions of Employment Act and Sectoral Determinations 

 

The substantive chapters of the BCEA are as follows:- 

• Chapter One deals with definitions, purpose and application of the Act 

• Chapter Two deals with regulation of working time 

• Chapter Three deals with leave provisions 

• Chapter Four deals with Particulars of employment and remuneration 

• Chapter Five deals with termination of employment 

• Chapter Six deals with Employment of children and forced labour 

• Chapter Seven deals with variation of basic conditions of employment  

• Chapter Eight deals with Sectoral Determinations 

• Chapter Nine deals with the Employment Conditions Commission 

• Chapter Ten deals with monitoring, enforcement and legal proceedings 
 

Part B of the BCEA covers legal proceedings, including procedures for disputes – referral to the CCMA 

(clause 80) and Codes of Good Practice (clause 87). 

 

The provisions of Chapters Two (Regulation of Working Time) apply clearly only to where an 

employment relationship exists (waged work). It is difficult to see how meal intervals, hours of work, 

or Sunday pay could be regulated for own account workers. It would nevertheless be useful if 

organised own account workers looked carefully at the principles enshrined in Chapter Two as a model 

of best practice for work-life balance. It is acknowledged however that the realization of work-life 

balance for own account workers depends ultimately on the conditions being in place for a decent 

livelihood – and these conditions are dependent in turn on many of the other elements of 

formalisation.  

Chapter Three (Leave) could more easily be adapted to accommodate own account workers. This 

adaptation could take the form of a Sectoral Determination (as we have already outlined in Section 3) 

and/or amendments to the Unemployment Insurance Act to incorporate contributions to the UI Fund 

to be made by own account workers. Ideally, the government would make a contribution to make up 

for the absence of employer contributions. The clauses in Chapter Three of the BCEA that need to be 

referred to in this process are:-  

a) Sections 20 and 21 on annual leave 
b) Sections 22 and 23 on sick leave 
c) Section 25 on maternity leave 
d) Section 27 on family responsibility leave 

 

We deal with the leave provisions further under the Social Protection section point a) below.  

Chapter Four (Particulars of employment and remuneration) applies to waged workers only. However 

the principles of record keeping about place of work and remuneration/income are applicable to other 
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processes of formalisation. 

Chapter Five (Termination of Employment) again applies to situations where there is an employer 

(whether in the formal or informal sector). However the principles enshrined here, including notice 

periods for termination, payment of compensation for retrenchment (severance pay), certification of 

employment etc could be used to develop a Code of Good Practice in terms of the BCEA for 

municipalities where own account workers are dependent on their authority to perform their work.  

Chapter Six (Employment of children and forced labour) does not apply to own account workers where 

there is no employment relationship. However the principle of a prohibition on the employment of 

anyone under the age of 15 can be applied to own account workers where license or permit conditions 

are attached.  

We have already dealt with Chapter Eight (Sectoral Determinations) and how these could be used to 

extend rights and benefits to own account and other workers who fall outside of the BCEA employee 

definition test.  

Clause 60 of Chapter Nine (Employment Conditions Commission) deals with the composition of the 

ECC. Notwithstanding the fact that the precise form and future role of the ECC is currently under 

debate in the context of discussions on the draft National Minimum Wage Bill, clause 60 (2) (a) 

currently states that the ECC will include "one member and one alternate member nominated by the 

voting members of NEDLAC representing organised labour". Consideration must be given as to how 

the interests of own account workers and their trade unions/membership based organisations are 

represented within the organised labour constituency (see our point under Labour Relations Act point 

d) above). 

Depending on whether and how the BCEA is amended to accommodate the above proposals, in 

particular the proposals regarding leave, it will be necessary to include in a definition of own account 

worker in Chapter One of the Act.  

Changes in the core labour statutes and other Acts are however required in order to extend rights, 

protections and benefits to own account workers. We have focused on the LRA, the BCEA and various 

social protection provisions. Additional laws that require auditing and possible recommendations for 

amendment include: 

i. The Employment Equity Act (which prohibits unfair discrimination on a wide range of 
grounds and provides mechanism to challenge it, and it also introduces affirmative 
action procedure and monitoring) 

ii. The Unemployment Insurance Act (UI Act) (which is a contributory scheme that makes 
provision for limited benefits for a fairly short period of unemployment and which 
currently includes maternity benefits)  

iii. The Occupational Health and Safety Act (OHS Act) (which provides safety standards and 
safety assurance system for workplaces as well as enforcement) 

iv. The Compensation for Occupational Injuries and Diseases Act (COIDA) (which requires 
contributions from employers only and provides compensation to workers injured in the 
course of their employment or contracting illnesses from their employment. This can be 
for temporary incapacity or permanent partial and full incapacity.) 

v. The Cooperatives Act 
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vi. Local government regulation of public space, infrastructure as well as solid waste 
management 

vii. The Skills Development Act (which provides the financial framework and infrastructure 
for workers, including the unemployed and work seekers, acquiring skills that can lead 
to employment or self-employment)  

viii. The Skills Development Levies Act 
ix. The National Minimum Wage draft Bill 
x. The Employment Services Act (in terms of which the Minister of Labour may establish 

schemes to enable youth and vulnerable work seekers to enter employment or remain 
in employment, and can also set wages and conditions for such employment) 

xi. The Municipal Systems Act 
xii. The Employment Tax Incentive Act (which provides eligible employers with a subsidy for 

employing young workers, with one condition being they must be compliant with any 
relevant wage determination or if there is none pay a default minimum wage) 

xiii. Taxation laws including the Income Tax Act, the VAT Act, the Tax Administration Act, 
and the Customs and Excise Act 

xiv. The NHI White Paper 
xv. Legislation that is specific to sectors of industry but not obviously labour related e.g. 

mining, construction, solid waste management and fishing legislation 
 

Each piece of legislation needs to be examined to establish which parts can be extended to own-

account workers. A careful audit might reveal that some legislation already covers own account 

workers e.g. it would arguably be quite easy for a self-employed person to enrol in training via the 

SDA. 
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Stream 3, Policy Brief 2: Small and Medium Business 

Development 

Policy brief submitted to the Labour Caucus in the Jobs Summit Small and Micro-Enterprise Support 

working group by the Institute for Economic Justice (IEJ). 

Stream:   Small and Micro-Enterprise Support Stream, brief 2 

IEJ Collaborator: Ebrahim-Khalil Hassen88 

   zapreneur.com  

 

Note: This briefing paper is focused on small and medium businesses and has a specific focus on 

opportunity-based businesses.  

 

1. Nature of the problem  

The National Development Plan (NDP) (2011) argues that small and medium businesses will create 
90% of new jobs by 2030. This amounts to around 9.9 million jobs of the target of 11 million jobs by 
2030. The NDP economic scenarios do not provide a breakdown by sector of the contribution of small, 
medium and micro-enterprises (SMMEs). This enthusiasm for the SMME sector to create employment 
has gained ground in South Africa, and in some respects the SMME sector has become something of a 
panacea to the employment challenge in South Africa. Whether or not this vision is realistic it is clear 
that SMMEs have an important role to play in job creation.  

Five sets of data on small business creating the number of jobs envisaged in the NDP are of significance: 

1. Unrealistic growth expectations: The arithmetic to reach the NDP calculations assumes a 
rapid increase in the number of small businesses that are unlikely to emerge. Based on an 
arithmetic modelling undertaken, the prospects for reaching this goal are highly optimistic, 
and even unrealistic. The data shows that somewhere between 1.9 million and 9.9 million new 
small businesses are needed between 2012 and 2030 to reach the target assuming no failure 
rates. However, as shown below, assuming even a 10% failure rate requires more than 190 
000 jobs. As one moves down the table and assumes higher failure rates, anywhere between 
1.3 million and 7.9 million new enterprises are needed.   
 

2. Stagnant growth: Research by Trade and Industrial Policy Strategies (TIPS) (2017) and 
Development Policy Research Unit (DPRU) (Bhorat, Asmal, Lilenstein, & van der Zee, 2018) 
indicates that the number of small businesses has remained stagnant or in fact decreased over 
the last decade.   
 

                                                             

88 This brief draws on work the author has conducted for the Programme for Programme to Support Pro-Poor 

Policy Development (PSPPD) and for the Ministerial Task Team on Small Business Finance. In addition, aspects 
are drawn from the authors MA thesis, on the ‘Political economy of government spending on small business and 
entrepreneurship’ which is currently being examined. The Centre for Competition, Regulation and Economic 
Development – CCRED contributed a note on competition policy and small business that is incorporated in this 
brief. 
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3. Net job creation: Traditionally, small business is viewed as the central source of job creation. 
Data shows that small businesses account for the largest number of formally employed. Based 
on the Labour Dynamics Survey data, TIPS shows that that small formal businesses employ 4.3 
million people, as opposed to 3.6 million employees in about 30 000 large formal businesses. 
This is an important finding for it shows that small formal businesses contribute to 
employment. A different study argues that big business however is a better net job creator 
than small business (Kerr, Wittenberg, & Arrow, 2014). This finding is important as it raises the 
importance of small businesses surviving.  
 

4. Low established businesses: The finding that small businesses contribute significantly to 
formal employment, however, sits cheek-by-jowl with low levels of established businesses. 
The Global Entrepreneurship Monitor (GEMS) (2016), which provides internationally 
comparable data, describes established businesses as those being in businesses for 42 months 
or more89. South Africa has one of the lowest established businesses ownership in the world, 
and in addition low entrepreneurial intent. Data is presented in Appendix to this report. Data 
from TIPS and the DPRU further corroborates these findings, by indicating the absence of 
significant growth in the sector.  
 

5. Government support is too heavily focussed on big business. According to the Annual 
Financial Statements prepared by StatsSA big business still received the biggest share by far of 
government support. The data shows that small business receives only 9.9% of government 
subsidies and incentives, and only 1.39% of capital transfers, while medium sized businesses 
receive 10.6% and 0.41% respectively. Large business receives the largest share of government 
subsidies and incentives (79.5%) and for capital transfers (98.2%) (Statistics South Africa, 
2016). 

The overarching problem can be described as follows: 

• Current small businesses contribute significantly to current formal employment;  

• The small business sector has however not grown significantly in the last 10 years and may in 
fact have experienced a decline; and  

• Consequently, without interventions to grow the sector, employment gains from small 
businesses are unlikely to emerge.  

An additional area, prescient to this brief, is the relationship between supporting small business on 
the one hand, and labour rights for decent work, on the other hand. The debate in this regard is overtly 
politicised, with labour regulations being deemed as a reason for low small business growth. This brief 
argues that a deeper challenge and a more accurate reason to explain slow growth of the sector relates 
to highly concentrated economic ownership. In addition, the development path in South Africa may 
present opportunities to ensuring both growth of small business sector and ensuring fair labour 
practices, and more boldly decent work.   

 

                                                             

89 According to GEMS - Established Business Ownership Rate: Percentage of 18-64 population who are currently 
owner-manager of an established business, i.e. owning and managing a running business that has paid salaries, 
wages, or any other payments to the owners for more than 42 months. 
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2. Conceptional Options available to Government and Social Partners 

This section starts with conceptual options available to government and social partners in South Africa. 

2.1 Conceptual Options  

This section starts with a conceptual overview of what government and social partners could 
potentially be doing to support small business. A 2x2 box is used to outline possible strategic positions 
of social partners.  

1. Sector-economy wide continuum: This axis distinguishes between sectoral based 
interventions with government providing targeted support to identified strategic sectors on 
the one hand, and economy-wide interventions that are not sector specific,  

2. Market-state relationship: The market-state relationship is the other axis, which covers the 
continuum between government run and government facilitated approaches, to highlight 
questions of state capacity. 

 

Box 1: A quadrant of choices for small business reform in South Africa 

 

 

Four broad policy options are observable, which are summarised below: 

Quandrant I. Sector Partnerships: In this quadrant, government seeks to identify sectors that show 
strong prospects for meeting economic objectives, and works with the private sector to develop 
sector-specific mechanisms. 

Quandrant II. Choosing winners:  In this quadrant, government is accurately able to identify sectors 
and has the administrative capacity to undertake reforms. 
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Quandrant III. Developmental state: This quadrant sees government play an economy-wide role, 
seeking bigger reforms that cut across sectors. Importantly, in this quadrant, government uses the 
instruments that it has at its disposal, and is not reliant on having wider economic partnerships.  

Quandrant IV. Economic deal: In this quadrant, South Africa’s economic stakeholders reach an 
economic deal, and construct a national social compact. The compact has clear responsibilities and 
a monitoring mechanism that enables society to reach higher levels of economic growth and 
employment.  

The constructing of these four quadrants aims to provide a high-level conceptualisation of the options 
that are available to government to support small business.  The quadrants are constructed not to 
suggest that one option is better than the other, but rather to indicate the wide range of government 
activities in each of these quadrants. Box 2 below summarises the options, and undertakes an 
assessment of prospects for success.  

Box 2: Option Analysis for Small Business Interventions  

 Scale Administrative 
Capacity 

Catalytic (Supporting 
programmes at all levels) 

Quadrant I: Sector 
Partnerships 

If specific sectors 
are identified, the 
potential impacts 
could be big 

Capacity to 
undertake 
programmes 
limited. 

Restricted to sectors. 
Programmes may fail due 
to lack of enabling 
environment.  

Quadrant II: Choosing 
winners 

Unlikely to be 
large 

Limited 
administrative 
capacity at sector 
level. 

Unlikely to support a 
wider range of 
programmes, but 
excellent learning 
opportunity 

Quadrant III: Developmental 
State 

Potentially large 
impacts on 
startups and 
supporting 
established 
businesses. 

Designed to 
require less 
ongoing capacity 

Provide a basis for sector 
interventions to succeed.  

Quadrant IV: Economic Deal If a meaningful 
social compact is 
struck, this could 
have large impacts 

With partnership, 
state capacity 
constraints could 
be overcome. 

Support a wider 
economic strategy, may 
translate to strong 
support for small 
business. 

 

This brief focuses on the potential for rapid improvements in the environment for small business 
possible in Quadrant IV.  

The following agreements were assessed: 

• 1999 Presidential Jobs Summit 

• 2003 Growth and Development Summit 

• 2004 Financial Sector Charter  
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Each of the previous Jobs Summits have had agreements to support small business. The agreements 
broadly cover five areas:  

1. Support for local procurement  
2. Government procurement reform  
3. Commitments to support extension of credit  
4. Linkages between small business and large business  
5. Specific sector-based interventions  

 

3. Approach  

The approach in previous agreements by government has unfortunately not yielded the results 
required to rapidly grow employment through small business and entrepreneurship development. The 
approach advocated here is one that prioritises government facilitated and economy wide agreement. 
Quadrant IV in the 2x2 box above. This is an approach focussed on economy wide reforms that improve 
the context for startups and for established small businesses to succeed. This includes a range of 
changes that unlock opportunities and growth for small business.  

4. Proposals  

Eight specific proposals are used to illustrate the potential of economic-wide interventions. These are: 

1. Zero or lower taxes for startups:  One of the proposals floated for public debate has been to 
provide new companies with zero tax rate for three reasons, with the requirement that 
companies be formal, and register with the South African Revenue Service (SARS).  The 
proposal is motivated as a signaling mechanism of government’s seriousness to support small 
business, and potentially grabs headlines and creates an incentive for businesses to become 
formalised. Furthermore, reduction of the taxes should be linked to compliance with labour 
regulations and support decent work.  
 

2. Tenure reform in Traditional Authority Areas (TAA): The debate on tenure security for 
individuals or households in Traditional Authority Areas is complex, with various proposals 
being advanced. The common thread in the alternatives is that providing individuals or 
households with tenure security will have positive development outcomes. Developing 
legislation in this regard is administratively complex and politically challenging, but has the 
potential to have large impacts in rural economies, and potentially catalyse small holder 
businesses.   
 

3. Completing telecommunications reforms: Data shows that small businesses with internet 
connectivity are more likely to survive than those without access to internet (SME Survey, 
2014).  Furthermore, completing reforms in the sector will create an environment supportive 
of software and business processing startups. Reforms in the sector are however likely to be 
contested due to the completion of the liberalisation programme. However, a clearer 
sequencing of steps aimed to extend access and reduce prices, would provide certainty. Most 
importantly, such reforms that lower the costs of data, open up industrial and services 
processes linked to the so-called “fourth industrial revolution”.  
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4. Procurement: Government has placed a strong emphasis on reforming procurement, with the 
introduction of set-asides for small business. The potential for this reform is significant in 
supporting small and expanding firms to get a foothold in larger contracts, and to generate 
cash flow. The reform initiative in this regard potentially uses the large government budget to 
support small business growth.  
  

5. Expand access to development finance: As argued in the brief regarding development finance 
institutions there is a need to improve access, including through development finance 
institutions such as the IDC. The IDC would do well to offer a large scale roll out of fairly small 
start up grants to SMMEs, even if a high number fail absorbing the lose would be worth it.  
 

6. Shift to venture capital: The current model of financial support is focused on providing credit 
to small businesses. The development of a stronger venture capital sector in the private sector, 
and provision of government supported venture capital instruments would remove financial 
obstacles to setting up businesses and supporting the running of businesses. The current tax 
system provides for 12J venture capital companies, that has potential for greater scale. The 
intent is to provide venture capital instruments into opportunities that are smaller than those 
provided by Development Financial Institutes (DFIs).  
 

7. Improved coordination of existing government support for small business and 
entrepreneurship: Research on government spending on small business and entrepreneurship 
indicates (a) lack of coordination and (b) project-based approach to supporting small business. 
A process of both improving coordination of government spending and focusing on policy 
reform (including scaling existing successful projects) needs to be undertaken.  
 

8. Linking Competition Policies and Industrial Policy: The usage of competition policy and 
instruments can be enhanced through several means. The Centre for Competition, Regulation 
and Economic Development (CCRED) has provided input that includes 

a. Opening routes to markets: 
i. Mandate access for black businesses and SMMEs to shelf space in the main 

supermarket stores. 
ii. Introduce guidelines to limit the scope and duration of exclusive leases that 

supermarket groups enjoy over key retail spaces in malls in order to open up 
for small businesses and part-line stores to access consumers in the main 
retail spaces. 

iii. Implement supplier development programmes particularly in the agro-
processing industry (replicating those under various competition law case 
settlements and remedies) that provide SMMEs and black-owned businesses 
with support at multiple levels of entry in the value chain.  

iv. Replicate recommendations in various competition law case remedies to open 
up fridge space in retail outlets to new suppliers.  

v. Code of conduct for retail chains in incorporating black-owned businesses and 
SMMEs into their supply chains. 

b. Building a development fund for small business through penalties for competition 
penalties.  

c. Regulating for rivalry, through making changes in policies. CCRED illustrates the 
following examples: 
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i. In telecommunications, mobile operators can make the process of switching 
cumbersome or difficult for consumers, even though number portability has 
been implemented. This denies challenger firms access to consumers and 
customers the benefit of greater choice, price competition and convenience. 
Address various challenges of switching costs for consumers, including 
regulations which protect insiders.  

ii. Also relevant to telecommunications, is the need to open up spectrum 
allocation to new participants and wholesale access providers.  

iii. In banking, as in telecommunications, several countries are currently 
exploring the feasibility of open banking. Various practices such as opaque 
banking charges and credit scoring create lock-in effects for consumers, 
preventing switching between providers. 

5. Policy Changes  

The proposals noted above indicate a wide range of changes to support small business. A deliberate 
and coordinated strategy for small business and entrepreneurship is thus required. To action, this 
intervention requires a process towards updating and revising the Integrated Strategy on the 
Promotion of Entrepreneurship and Small Enterprises (Department of Trade and Industry, 2005), 
developed in 2005, needs to be urgently undertaken by social partners, as a core work area arising 
from the Jobs Summit.  

6. Financial Implications  

The majority of proposals do not require additional funding, but require a reprioritisation of funding. 
In terms of proposals for reduced taxes, a modelling exercise would need to be undertaken to test the 
logic that: 

1. Encouraging registration through providing tax incentives;  
2. Support growth of the sector and supports businesses to find profitable markets;  
3. Expand access to development financing; 
4. In the long run the tax base for small business would increase, ultimately growing the amount 

of taxes collected; and  
5. Even if tax will not increase, the potential for creating employment that is formal would be 

enhanced.  
 

7. Role of State Institutions and Social Partners  

The key role is for a review of policy and rapidly putting in place a process for a new overarching policy 
on small business.  

 

8. Sequencing and Timeframes  

It is envisaged that a new white paper process could be completed in six months, given the large 
convergence between social partners on majority of issues facing small business. 
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Stream 4, Policy Brief 1: Public Sector Jobs 

Policy brief submitted to the Labour Caucus in the Jobs Summit Public and Social Programmes, Labour 

Market and Anti-Corruption Interventions working group by the Institute for Economic Justice (IEJ).

  

Stream:  Public and Social Programmes, Labour Market and Anti-Corruption 

Interventions Stream, brief 1 

IEJ Collaborator: Neil Coleman 

   Institute for Economic Justice  

  

Summary of recommendations 
 

1. Setting of targets to meet critical shortages in key delivery areas, at different levels of government 
and within selected SOEs. Minimum ratios to be established and adhered to. 
 

2. A programme must immediately be initiated to fill identified vacant posts in areas of frontline service 
delivery, and creation of new posts where required. 
 

3. The redeployment of administrative staff from government offices to perform financial management, 
administrative, and clerical skills to support frontline delivery workers. 
 

4. Incentives should be introduced, or improved, to service delivery professionals to move to areas of 
greatest need, in collaboration with unions. 
 

5. Reconfiguring the wage structure to release resources for service delivery; and consolidating 
unnecessary bureaucracy. 
 

6. The formalisation and employment of key ‘stipend workers’ in communities performing essential 
public service roles, and insourcing of contracted out staff. 
 

7. Abandonment of ‘blunt tool’ fiscal instruments which seek to freeze posts across the board, place 
caps on personnel etc, regardless of the objective needs. 
 

8. Fiscal policy must be adjusted to accommodate delivery imperatives. A deliberate programme of 
expanding tax revenue must be urgently instituted. 
 

9. Collective bargaining should move away from strategies which entrench wage differentials, such as 
across the board increases; and systematically take forward key elements of the above package. 
 

10. Mechanisms must be found to expedite these changes and to sequence some of the short term 
measures which can be taken to rapidly improve the situation, with the longer term structural 
changes which are required. 
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1. Introduction 

“This exercise does not offer any normative perspective on whether being similar or 

different to others in the cluster is ‘good’ or ‘bad’ or on whether the public sector in 

a country is ‘large’ or ‘small’. Public employment is a matter of national policy 

preferences – implicit or explicit.”   

World Bank, 2015 

 

The objective: to expand professional frontline employment, and support services in the public sector, 

particularly in areas where there are currently major shortages of staff which are affecting service 

delivery; to formalise and insource those currently outsourced and casualised, but performing public 

service jobs; to reconfigure the wage and occupational structure to reduce wage gaps and achieve 

greater equity; and to reduce the levels of unnecessary bureaucracy, while giving adequate 

administrative and other support to frontline professionals. 

 

Focus mainly on jobs: there is a high level of complexity relating to issues of restructuring the public 

service/ sector, and this Brief focuses on important elements of the employment challenge, although 

this of necessity touches on numerous aspects of managing public sector transformation – including 

fiscal management, training and human resource management, wage policy and labour market 

regulation, cooperative governance etc. 

 

Overlap with other working groups: there is a close relationship between the challenge of capacitating 

the public service adequately, and the working group on Inclusive Growth, as there are significant 

issues relating to taxation and our fiscal posture which need to be addressed. This public sector 

working group should therefore liaise closely with that group on the identified issues. There is also a 

need to work with the Education and Skills WG on the issue of addressing skills shortages which affect 

the public sector. 

 

Note: the terms public service and broader public sector in this brief are used interchangeably, 

although they mean different things, because some of the issues raised apply both to the public service 

and the broader public sector. Much of the statistical appendices focus on the public service, but 

trends outlined also have broader relevance. The profile of the public sector (including national 

provincial and local government, as well as government agencies and SOEs) is outlined in Figures 1 and 

3 and Table 8. 

  

2. The public sector jobs challenge 

 

There is a view, repeatedly advanced in the media, by conservative forces in society, and some 

academics90, that the public sector in South Africa is bloated, that we have too many public servants, 

                                                             

90 See for example Bhorat et al Demographic, Employment, and Wage Trends in South Africa 2015.   
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that they constitute a labour elite, and that public sector wages are crowding out other forms of 

expenditure, particularly investment. They suggest that we must freeze further employment, and cut 

back on existing employment. This perspective is also advanced in important respects by leading 

Treasury officials91. 

 

Size of the Public Sector 

 

There is no specific size that the public sector should be. Some less-developed economies may have 

a larger civil service which is an important source of formal employment – almost akin to a social 

insurance policy in countries that lack sufficient sources of stable employment (e.g. see Rodrik, 

2000). In some countries it is used as a way of absorbing graduates and of reducing social tensions. 

The figures vary depending on the source, but it could be said that the public service in Latin America 

and East Asia respectively accounts for about 14% and 11% of the labour force. These figures are 

much higher when taken in proportion to the non-agricultural labour force, rising to 18% and 20% 

respectively. 

 

It is, however, perhaps surprising that industrialised countries have, on average, higher proportions 

of their labour force employed in the public service (about 17%) (Marinakas, 1994; Rodrik, 2000). 

Economies such as Sweden or Norway that have strong welfare states employ a large proportion 

(more than 30%) of the formal workforce (Hammouya, 1999), and at some points in time this has 

been an explicit or implicit part of their employment solution. 

 

South Africa’s public service is smaller: it employs about 9% of the labour force, about 10% of the 

non- agricultural labour force and accounts for about 18% of formal employment. In South Africa, 

public employment contracted in the 1990s (it was previously equal to 15% of the labour force in 

1995), and was stagnant up to 2005 and has since been growing. The choice to expand public 

employment is a purely administrative or political choice. 

Altman and Hassan, 2010 

 

Austerity budgets proposed in the 2019/21 MTEF framework require large cutbacks and will put 

extreme pressure on public service – and broader public sector – jobs. Expenditure ceilings are used 

to freeze posts. It is further argued that this situation can only change when GDP grows. The Jobs 

Summit therefore, needs to confront the question: in the light of these arguments, is it inevitable that 

public sector employment must shrink, and therefore is it undesirable to propose the creation of 

further public sector jobs? 

 

The reality however is far more complex than what is described above: 

1. Despite having to extend services to a large population historically excluded from many 

services, the numbers employed by government (local provincial and national) compared to the 

numbers employed under apartheid has not significantly increased as a share of total employment – 

                                                             

91 See Michael Sachs The Politics of Fiscal Policy Presentation to Tshisimani February 2018.   
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see Figures 8-10 in the attached Appendices, and Tables 6 and 7. Table 6 shows that there was a 

reduction of 203 000 public service jobs between 1995-99. While those cutbacks were subsequently 

reversed, this was not done on a scale which kept pace with the growth in the economy, the 

population, or service delivery requirements. 

 

2. When measured against the size of the population, South Africa’s public sector is actually small 

by international standards – see Tables 1 and 2. The World Bank (2015) estimates that public 

sector workers in South Africa (including SOEs) only constitute 3.1% of the population, which is 

very low when compared to the middle income average of 6%. The IMF (2010), for a slightly 

different period, estimate the average public sector employment for middle income countries to 

be 6.8%. Both estimates suggest, using population size as a benchmark, that our public sector is 

comparatively small. 

 

3. However, this picture is mixed depending on the benchmark used. By international standards, our 

public sector appears to consume a relatively high proportion of the national budget and GDP. See 

Tables 1-4, and Figure 4. This is a result of a combination of factors, including the growing high 

skills and managerial profile of the sector, improvement in pay and conditions (including 

introduction of the OSD), and a bloated bureaucracy at the top of the public service- see below. 

Further, the low levels of growth of the economy, low levels of tax revenue and restrictive 

budgetary policies, combine to ensure that the relative share of public sector pay, is higher than it 

would be in a more expansionary and growing economy. 

 

4. There is a dire shortage of frontline service delivery workers, and large numbers of unfilled posts 

or vacancies, and measures to freeze or cut back on posts. According to Hassan (2017), 

government data identifies nearly 200 000 vacancies in 2016, set out in Table 5. It is notable that 

vacancies ‘dropped’ by 120 000 from 2012 to 2013, which suggests that there was a removal of 

many posts from Departmental organograms (not that there was a massive recruitment drive92), 

thus technically ‘removing’ the vacancies. Hassan and Altman (2010: 42) estimate that vacancies 

and skills shortages may be far greater than the 200 000 figure – up to a million, quoting the Public 

Service Commission from 2007.  Further, expenditure ceilings, freezing of posts, etc over the last 

several years have reduced the number of vacancies being filled. The 2018 Budget Review states 

that the ‘compensation ceilings’ of government were reduced by R10 billion in 2017, and R15 

billion in 2018, i.e. imposing effective cuts to the wage bill. This is expected to worsen in 2019. 

Fiscal austerity is also squeezing out other forms of expenditure, on which public servants rely 

(medicines, infrastructure, books etc), as the envelope shrinks. Crisis measures such as the 

employment of temporary teachers, compromise the quality of delivery. 

 

5. The composition of the public sector wage bill, and the public service employment profile, is of 

critical importance, with a growing proportion of expenditure going to the top six grades, raising 

                                                             

92 Total public service employment in 2013 only increased by 70 000. Assuming that half of this was filled 

vacancies. This still leaves over 80 000 vacancies unaccounted for. 
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problems of misallocation of resources to administration which is insufficiently connected to 

service delivery, high wage gaps, and inadequate resources going to frontline services. So it is very 

important to disaggregate where the increase in expenditure and employment is being directed. 

This trend is shown in Figures 7, and 13-16. Table 9 shows changes in employment by salary level 

2009-16, and reveals that while in numerical terms the increase in these grades seems relatively 

small (around 22 000 additional public service jobs), in percentage (and cost) terms, the increase 

in high-skilled and managerial posts from Grades 11-15 was very pronounced. This is significant 

because the cost of these posts is so high. The top echelons (levels 11-16) absorbed 15% of the 

salary costs in 2016/17, despite representing less than 6% of the workforce93. Table 12 shows that 

although teachers, nurses and police constitute 55% of all workers, they only accounted for around 

40% of the increase in jobs from 2006-2009. The High Skilled Supervision sector has grown from 

6% of employment in 2001 to 18% in 2016. This confirms the trend of a more rapid employment 

of those in the higher grades, and office based staff. 

 

6. The increase in high-level highly-paid posts at the top level of the bureaucracy is only one of the 

reasons for the sharp rise in employment costs. They have also risen significantly for positive 

reasons: in part because of the introduction of` the Occupation Specific Dispensation (OSD) – first 

agreed in 2007 to attract professionals to the public service; as well as the strength of unions in 

successfully fighting for improved wages and conditions. These improvements for workers 

however are massively counteracted by the difficult conditions under which frontline workers 

operate, because of shortages of staff and infrastructure, which is being worsened by the budget 

cutbacks, and create intolerable working environments in schools, health care facilities, police 

stations, frontline offices etc. An element of this pressure is the lack of proper administrative 

support to allow the professionals to concentrate on their core functions. 

 

7. Many low skilled jobs have been either regraded, removed from the public service or outsourced. 

The shift from entry level unskilled jobs was also in part expedited by the move away from 

employment in the bottom four grades and the consolidation of many of the low-paid jobs, 

including many clerical workers, into Grade 5 – see Table 9 which shows that between 2009-16 

there was a decrease of about 60 000 jobs in grades 0-4, and an increase of over 100 000 jobs in 

Grade 5 – by far the largest growth of any job category over this period. 

 

8. Hassen (2017) outlines the following forms of outsourcing: Community based delivery systems, 

which are cheaper for government. Table 15 provides a tally of the number of stipend workers 

working in four community delivery systems. It is estimated that over 360 000 workers are working 

on stipends that range from R840 per month to R2 500 per month. Government either contracts 

with an NGO or community workers are directly paid by government. Secondly commercial 

contracting out: Services such as cleaning, and security are routinely contracted out at the bottom 

end, and services such as internal audit, strategic planning and even policy development at the 

                                                             

93 On the other hand, 57% of the personnel spending comprising 48% of workers, is on levels 7-10, the category 

which covers most teaching, policing and nursing jobs. 
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higher end. The unions and government are engaged in a process around outsourcing, that will be 

tabled at the bargaining council, to test the validity of the claim that outsourced services are 

cheaper than internal hiring. Box 2 outlines the many forms of outsourcing which are used in the 

three major delivery areas. 

 

9. The challenge of expanding public service jobs is not just one of economic growth and fiscal space. 

It is about the need for a strategy to reconfigure the public service, and the state as employer. 

Growth alone will not deliver the desired outcomes, if the public service continues to be unsuited 

to delivering its developmental mandate. The vision of the NDP for a capable state requires having 

the right numbers of trained and resourced people in the right places. It is not per se about growing 

or contracting as a principle. In reality building a capable state means substantially expanding 

certain areas particularly at the coalface of delivery, but also contracting other areas, particularly 

elements of the bureaucracy that are not productive. Further, evidence – see Figure 2, Table 7 – 

suggests that there is no direct relationship between GDP growth and public sector employment. 

Periods of high GDP growth – such as in the period from 2000-2006 –  saw little public jobs growth. 

And the largest expansion in public sector jobs took place after the global financial crisis – acting 

as a countercyclical cushion. 

 

10. Patterns of growth in the Public Sector are not uniform at national provincial and local levels. 

Even in periods of high growth of the public service, some areas have seen a contraction in their 

jobs numbers – see Figure 11 which shows employment shrinking in the poorest rural provinces, 

as it grows elsewhere. This is especially problematic as these areas economies rely more heavily 

on public sector employment. Further, more remote provinces and rural areas battle to attract 

key skills. For instance, according to the HSRC, in the Western Cape and Gauteng, there are 14.7 

and 12.6 physicians per 10 000 people respectively, comparing favourably with middle-income 

countries, in contrast with the stark reality of Limpopo which has only 1.8 doctors per 10 000, 

placing this province only slightly above the average for sub-Saharan Africa. This raises inter alia 

the need for development and recruitment of local and foreign skilled people in areas of critical 

shortage, and incentives to professionals to work in rural areas. 

  

3. Previous agreements to address this challenge 

 

In the 2009 Framework Agreement to address the Global Financial Crisis, the following was agreed: 

“there is scope for improving the employment intake by the public sector in 

• the process of strengthening the education, health and social work sectors and criminal-

justice system in SA and 

• filling departmental vacancies at national, provincial and municipal levels. 

 

In addition, there are opportunities to create stable employment through the public service employing 

people for certain tasks that are currently outsourced or casual. Government will do a review of its 

outsourcing practices to improve the conditions of work.” 
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There were three important areas identified in the agreement. These have been unevenly and 

inadequately taken forward. The first two – strengthening key delivery sectors, and filling vacancies –  

are closely related. The evidence contained in this brief and statistical appendices clearly suggests that 

progress in this regard has been hampered by the lack of a coherent plan to reconfigure the public 

service, and a fiscal stance which frustrates the achievement of these objectives. 

 

The commitment to review outsourcing has also not been taken forward in a meaningful way, as nine 

years later there is no clear evidence of action to achieve an insourcing agenda. This commitment to 

begin a process of insourcing was again made in the 2009 MTSF; the 2012 public service agreement; 

the ANC’s 2014 Elections Manifesto; and there are reports that unions have been in discussions with 

government on this matter. Yet again, it will not be possible to achieve this objective without a 

coherent plan, or a decision to create the fiscal space to implement it. 

  

4. Proposals on Public Service jobs 

 

These proposals include the need for a number of policy changes, which are outlined below. 

 

1. Targets should be set to meet critical shortages in key delivery areas, at different levels of 

government and within selected SOEs. Minimum ratios should be established and adhered to such 

as doctors and nurses per population; teachers per students; police per community members. This 

must be combined with an intensive programme to train the necessary professionals; attract back 

South African professionals who have left the country; and where necessary, recruit foreign 

professionals in the interim. 

 

2. A programme must immediately be initiated to fill identified vacant posts in areas of frontline 

service delivery, and creation of new posts where required. Full disclosure of information on the 

current shortages per department and levels of government must be adhered to and provided by 

the end of 2018. Targets should be set to grow the public service in the short and medium term, 

identifying where the shortages are, and where jobs should be created94. 

 

3. The redeployment of administrative staff from government offices to perform financial 

management, administrative, and clerical skills – to schools, police stations, clinics, hospitals,  etc 

– as support to frontline delivery workers. Targets must be set for a comprehensive redeployment 

over an agreed time period, and pilot programmes for administrative redeployment established 

in all spheres of the public sector by the beginning of next year. Hassen (2017) outlines how 25-50 

000 administrative support people could be redeployed to achieve this objective in table 16. 

 

                                                             

94 Hassen (2017) calculates that reaching the NDP employment target in 2030 requires the public sector, social 

services, and parastatals to contribute between 740 000 and 1.6 million jobs, dependent on the scenarios. 
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4. Incentives should be introduced, or improved, to service delivery professionals to move to areas 

of greatest need, in collaboration with unions. 

 

5. Reconfiguring the wage structure to release resources for service delivery; consolidate 

unnecessary bureaucracy (including phasing out unnecessary high paid posts), particularly in the 

top echelons; and reducing wage gaps95. A transparent human resource plan for the public service 

must be finalised within the next year which deliberately aims to achieve these goals. 

 

6. The formalisation and employment of key ‘stipend workers’ in communities performing essential 

public service roles. Research by Hassan (2017) suggests that at least 30 000 such entry level jobs 

could be introduced each year (90000 in 3 years) by creating a new category in the public service 

who earn the National Minimum Wage, which would be a significant improvement on their current 

remuneration. The insourcing of identified public service jobs which have been outsourced. 

 

7. The above should not be subject to interminable investigations. It is concerning that the 2013 

Presidential Commission into related matters has not yet reported. Its TORs have now been 

extended to end October 2018 and Labour should consider making an input to it on these 

proposals. Mechanisms must be found to expedite these changes at national provincial and local 

levels; and to sequence some of the short term measures which can be taken to rapidly improve 

the situation, with the longer term structural changes which are required. Agreements are needed 

at the Jobs Summit on the key principles outlined here, and a process to elaborate the details. 

 

8. Abandonment of ‘blunt tool’ fiscal instruments which seek to freeze posts across the board, place 

caps on personnel etc, regardless of the objective needs, including in the upcoming MTEF. 

 

9. Fiscal policy must be adjusted to accommodate delivery imperatives. Short-sighted austerity 

policies which frustrate development must be abandoned; and a deliberate programme of 

expanding tax revenue, both through progressive taxation measures, and cracking down on tax 

evasion and illicit capital flows, must be urgently instituted. Detailed proposals setting out Labour’s 

inputs on tax will be submitted to the Inclusive Growth Working Group, and should be cross-

referenced to the work of this group. ‘Rightsizing’ of the Public Sector must aim to create a capable 

state able to achieve its developmental mandate, and requires fiscal expansion, including raising 

the tax: GDP ratio which is low in terms of our developmental challenges, as well as standards in 

comparator countries. 

 

10. Collective bargaining should move away from strategies which entrench wage differentials, such 

as across the board increases; and systematically take forward key elements of the above package. 

See summary of agreements, Appendix 2. 

 

                                                             

95 Historical commitments to reducing wage gaps in the public service has weakened recently, and needs to be 

re- established. 
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5. Costs and jobs impact 

 

Costs, savings, and jobs impact depend on the scale of the changes chosen in relation to: 

• Unfreezing of posts and creation of new posts 

• The reduction of high paid bureaucratic posts, capping of salaries, and the reduction in perks 

and benefits, the consolidation of depts etc 

• Reallocation of personnel to areas of greatest need 

• The insourcing, and formalisation of stipend workers 

 

Labour should seek to establish acceptance of the principles outlined in this proposal. Management of 

the costs can be achieved in various ways, including through reconfiguring the wage and personnel 

structure; the achievement of better tax efficiencies, combating tax evasion, and increasing 

progressive taxation. 
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Appendices: Public Sector Jobs 

Appendix 1: Tables on state and shape of public service 

Figure 1: Employment in South Africa’s Public Sector, 2009 (Hassen and Altman HSRC, 2010) 

 

Figure 2: Number of public service workers (1995-2008) (Hassen and Altman HSRC, 2010) 

 

The table shows there is little correlation between GDP growth and rising public service jobs. The 

highest growth period (2000-2006) saw little jobs growth. 
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Table 1: Public Sector Employment: Percent of population (IMF 2010) 

 

Note: if we use South African statistics from 2011, the South African population according to the 2011 

census was 51,8 million, and the public sector, including SOEs, employed 2,4 million workers. This gives 

a ratio: population of around 4.5%, significantly below the average for middle income countries of 

6.8%. The World Bank database (2000-2006) puts the South African public sector population ratio even 

lower, at 3.1%; and calculates the ratio for middle income countries at 6%. State owned enterprise 

employment: population, at 0,6% is way below the ratio for middle income countries of 3%. 
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Table 2: World Bank database on public sector employment, 2015 

  2000 2001 2002 2003 2004 2005 2006 Average 

  South Africa 
4 General government sector 
(1+2+3) 3,14% 3,19% 3,12% 3,11% 3,12% 2,37% 3,27% 3,0% 

      5 State Owned Enterprise 0,58%             0,6% 

     
6 Public Sector Employment 
(4+5) 3,71% 3,19% 3,12% 3,11% 3,12% 2,37% 3,27% 3,1% 

 

 

 

 

 

 

 

 

 

 

Table 3: Government Compensation of Employees (IMF 2010) 

 

Over the last few years, spending on public servants salaries as a share of total spending has hovered 

around 33%. This is higher than the average for middle income countries.  

Employment by Region       

 

General 
Government 

State Owned 
Enterprise 

Public 
Sector 

Sub-Saharan Africa (n=9) 3,9% 1,5% 4,6% 

East Asia & Pacific (n=7) 2,5%   2,7% 

Eastern Europe and Central Asia 
(n=18) 6,3% 4,3% 10,3% 

Latin America & Caribbean (n=15) 5,0% 1,1% 5,0% 

Middle East & North Africa (n=8) 6,6% 1,0% 6,6% 

OECD (n=29) 7,8% 2,3% 9,4% 

South Asia (n=3) 1,1%   1,6% 

 Employment by Income Level 
General 
Government 

State Owned 
Enterprise 

Public 
Sector 

High Income (n=37) 8% 2% 10% 

Middle Income (n=46) 5% 3% 6% 

Low Income (n=6) 1% 0% 1% 
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Table 4: Health and Education Sector Wage Bills, 2001-08 (Percent of sectoral expenditures) (IMF 

2010) 

 

This table shows the proportion of Education and Health spending spent on wages in various regions. 

In South Africa spending on health workers in 2016/17 (Sachs 2018) was higher- 63.2% of health 

spending. 

Table 5: Vacancies in the public service (2010-2016) (Hassen 2017) 

 

Note: The drop in vacancies from 234 000 to 114 000 (a reduction of 120 000 people, or a reduction 

in the vacancy rate from 17.3% to 8.8%) in a year – from 2012-2013 – seems massive (given that the 

public service only increased by 70 000 in this period, and not all of these were filled vacancies, a 
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maximum of 50 000 could have been filled vacancies). It is very possible that this was achieved largely 

through the ‘redrawing of departmental organograms’- i.e. the elimination of posts, so that this was 

purely a technical exercise. This suggests that the actual shortages/vacancy rate since 2013 may be as 

much as 100 000 more than the official figures suggest. 

The vacancies include significant number of teachers, nurses, and police. The issue of vacancies in the 
national and provincial public service is compounded at a local government level, where Statistics 
South Africa indicates a vacancy rate of 14.4%, where important services are performed, including 
health and safety functions. (Hassan p. 22)96. 
 

Table 6: Summary of changes in public service employment across three periods (Hassen and 

Altman HSRC, 2010) 

 

Table 7: Periodisation of changes in headcount II (Hassen 2017) 

 

  

                                                             

96 Hassen and Altman HSRC (2010) suggest that the number of vacancies may be actually closer to one million.  
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Figure 3: Share of public sector employment in total employment (Bhorat et al, 2015) 

 

Figure 4: Compensation as a percent of spending (1996 to 2020) (Hassen 2017) 

 

Source: National Treasury, email communication and Budget Review, 2017 
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Compensation as a percentage of spending has declined from 40.8% in 1996 to slightly over 33% in 

the current period. While relatively high by international standards it should be born in mind that this 

relative contraction in spending on compensation has come during a period when services have had 

to massively be extended to the majority, who were previously excluded from access to many of the 

services. In the context of low growth and poor revenue collection the percentage of all recurrent costs 

– including salaries – will increase even in the context of salaries being pegged to inflation.  

 

Figure 5: Personnel spending as a percentage of total spending (1997-2013) (Hassen and Altman 

HSRC, 2010) 
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Figure 6: Year on year changes in compensation for employees and total expenditure (Hassen 

2017) 

 

 
Hassen “Unions will argue that a distinction between personnel spending and other forms of spending 
is not tenable, because personnel deliver services. On the other hand, an argument is presented that 
personnel spending is crowding out other forms of spending. Both perspectives have merits, in that a 
developmental path that achieves the goals of lower unemployment and inequality will require both 
personnel and budget increases and /or reprioritisation.” 
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Figure 7: Remuneration of government employees (monthly average in 2016 prices) (Sachs 2018) 

 

 
Figure 8: General government as a percent of formal employment and total employment (Hassen & 
Altman, 2010) 

 

Contrary to the idea that the democratic government has massively bloated the public sector, the 

graph above shows that its share of employment was slightly higher in 1994 than in 2008, and below 

there is no relationship between general employment growth, and public sector jobs growth. 
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Figure 9: Percentage change in general government and total employment (Hassen & Altman, 

2010)  

 
 
 
Figure 10: General government as a share of total employment (Hassen and Altman HSRC, 2010) 
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Table 8: Employment in the public sector (2008-14) (Bhorat, 2015) 

 

 
Source: StatsSA QLFS (2008-14); own calculations 

 

 
Figure 11: Difference in employment from 2009 to 2016 by National and Provinces (Hassen 2017) 

 
From 2009 to 2016, total employment in the public service increased by 83 851. However, the 
increases were not uniform, with some provinces experiencing a decline in employment. This is shown 
in the graph.  
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Skills intensification in the public service  
 
Figure 12: Skills profile of the public service (1995-2008) (Hassen and Altman 2010) 

 
 
Figure 13: Salary costs by skills levels (Hassen 2017) 

 

The data shows that most spending on salaries occurs in levels 7-10. This level includes the majority of 
teaches and nurses. At the same time, the top echelons (levels 11-16) absorb 15 % of the salary costs, 
despite representing less than 6% of the workforce (and Levels 1-6 the salary costs 28.3%, but covers 
46.3% of public service workers):  
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Figure 14: Comparison of salary costs and headcount by skills band (Hassen 2017) 

 

 

Figure 15: Percent of total employment by skills bands (2001, 2016) (Hassen 2017) 

 

The biggest change in terms of percentage share of employment is the growth of the High Skilled 
Supervision sector which has grown from 6.2% in 2001 to 18% in 2016.  



 Policy Brief 4.1: Public Sector Jobs 

August 2018  

155 | P a g e  

 

 

Figure 16: Compensation costs by salary bands (Muller 2017) 

 

The table below shows the percentage of employment by salary level from 2009 to 2016. Summary 
data of the analyses shows the number of new jobs created between 2001 and 2016 by salary band. 
 

Table 9: Change in employment by salary level (2009 to 2016) (Hassen 2017) 

 

 

The largest increase in jobs has been at level 5. This is not necessarily new jobs, but part of a process 
of regrading clerical workers. The data however shows that from levels 7 upwards, a noticeable 
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increase (of around 70 000 posts) in professional and middle and senior management positions. These 
increases are split between frontline service delivery positions, and head office staff up to level 12. 

From level 13 and upwards, these positions are largely based at offices. 
 

 
 
 
Box 1: Occupational Specific Dispensation (OSD) Agreements Reached (Hassen and Altman, 2010)
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Figure 18: OSD vs Non-OSD by Salary level (Hassen 2017) 

 

The graph shows the distribution of workers on an Occupational Specific Dispensation (OSD) position 
by salary level, and those not on an OSD position. The results show that especially in Grades 7, 8, 9 
and 10, a substantial proportion of members are on an OSD position. These salary levels are mostly 
held by nurses, teachers and police. The OSD was introduced because the public sector could not 
recruit sufficient numbers and could not compete with private sector salaries. 
 

The data from the National Treasury also shows that growth in the public service employment has 
been more rapid in OSD positions, than non-OSD positions. The largest increases are in fact at senior 
management levels, as shown in the table below. 
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Table 11: Growth in employment for OSD and Non-OSD positions (2008/9 to 2016/17) (Hassen 
2017) 
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Table 11: Changes in employment of major occupations 2009-2016 (teachers, nurses and police) 

(Hassen 2017) 

 

 

Table 12: Changes in employment for teachers, nurses and police (2006-2009) compared to rest of 
public service (Hassen and Altman, 2010) 
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This table shows that although these frontline workers constitute 55% of all workers, they only 

accounted for around 40% of the increase in jobs from 2006-2009. This confirms the trend of a more 

rapid employment of those in the higher grades, and office-based staff.  

Table 13: Changes in employment & salaries for teachers, nurses and police (2009/10 to 2016/17) 

(Hassen 2017) 

 

Average salaries: The average annual salary growth rate is in nominal terms ie does not account for 
inflation. According to Hassen the data suggests a real decrease in average salaries- an annual growth 
of between 2.2-2.4%. This indicates that only some professionals got above inflation increases in this 
period. Note: The introduction of the OSD provided for a regrading of a large number of jobs in the 
public service, including fairly large wage increases up to 2009. The OSD was introduced for nurses and 
police between 2007 and 2009. 
 
Numbers: The table shows changes in major professions that deliver frontline services. It shows no 
growth in teaching numbers and small growth in police and corrections officers. Nursing increased by 
2.9% over this period. Therefore the growth in frontline professionals constituted a relatively small 
portion of the total growth in the public service. An inference from the data is that government 
employment practises still prioritise senior management staff over service delivery personnel. 
 
Table 14: Average remuneration in the public service (Hassen 2017) 

 

The public service has grown wages at the bottom grades slightly more rapidly than the top. The 
average annual growth rate is 3.3% in nominal terms. This implies that average remuneration has 
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declined in real terms, which is counter to the rhetoric surrounding excessive salary gains for public 
service workers. 
 
Wage ratio: the table shows that the average wage ratio between the bottom four grades (R1.23 
million vs R160 thousand) and the top four grades is around 8:1 in 2016. This ratio would be far higher 
for the top wages, and the bottom wages in the public service (and this will still be calculated). But it 
gives a good sense of the disproportionate resources which are being absorbed by increasing 
employment at the top. 
 

Table 15: Estimating the number of Community based workers (Hassen 2017) 

 

 

In the four programmes identified, it is estimated that around 360 000 workers are working on 
stipends that range from R 840 per month to over R 2 500-00 per month. In some instances, 
government contracts with an NGO and in other instances workers are directly paid by government. 
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Box 2: Outsourcing in education, policing and health (Hassen and Altman 2010) 

 



 Policy Brief 4.1: Public Sector Jobs 

August 2018  

163 | P a g e  

 

 

Table 16: Scenarios for redeploying personnel to frontline services (Hassen 2017)  

  
Hassan in this table constructs 3 potential scenarios. An assumption is made that at levels 1 - 5, and 
levels 13-15, 10%, 15% and 20% of the workforce is redeployed. This calculation 
• leaves Grades 7 to 12 unchanged, as these are considered for this exercise to consist of 
frontline personnel. 
• Assumes that 50% of existing staff are already in frontline positions. 

The potential redeployments to frontline services is large, ranging between 25 000 to just over 50 000. 
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Appendix 2: Collective Bargaining outcomes 

Summary of agreements reached (1995-2016) Source: Hassan (2017) 
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Stream 4, Policy Brief 2: An Employment Guarantee Scheme 

or a Workseekers Grant 

Policy brief submitted to the Labour Caucus in the Jobs Summit Public and Social Programme, Labour 

Market and Anti-Corruption Interventions working group by the Institute for Economic Justice (IEJ). 

Stream:   Public and Social Programmes, Labour Market and Anti-Corruption 

Interventions Stream, brief 2 

IEJ Collaborator: Neil Coleman 

   Institute for Economic Justice 

This draft policy brief is submitted to the Labour Caucus in the Jobs Summit Public sector/ labour market 

working group. Sections relating to financing are also relevant to the Inclusive Growth working group. 

 

1. The nature of the problem  
 

1.1 Deep problem of structural unemployment: It is well established that South Africa has a deep 

problem of structural unemployment. Unlike economies which have a largely cyclical unemployment 

challenge, active labour market measures, such as retraining, have limited impact on the job prospects 

of the majority of unemployed, who are not absorbed even in times of economic expansion. 

Long term unemployment is a massive challenge. The QLFS for the first quarter of 2018 indicates that 

even if one only considers the 6 million unemployed using the narrow definition (i.e. excluding 

discouraged workers who have given up looking for work), over 41% of workseekers had been 

unemployed for more than three years, and around 68%, or 4,2 million, had been unemployed for more 

Summary of proposals 

A proposal for social solidarity interventions to support the unemployed. Establishing an 

employment guarantee scheme or a workseekers grant, costing between R30-36 billion p/a, 

supported in part by the UIF surplus, and in part by the fiscus. 

The proposal is to either: 

1) Introduce a universal employment guarantee scheme, along the lines of India’s NREGA, which 
would guarantee every household one hundred days of employment a year, or the 
equivalent income if work is not available. In the short term this would thus combine a public 
employment scheme with a grant, until the scheme is able to offer everybody work. The 
scheme would build on the existing CWP and EPWP programmes.  

Or 

2) Introduce a workseekers grant, to support the unemployed, and assist them to enter the 
labour market. Either scheme could be partially financed by a social solidarity contribution 
from the UIF, which is running a large surplus, and partially from the fiscus, drawing on 
solidarity taxes such as the wealth tax. 
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than one year97. It is realistic to assume then that well over 6 million South Africans can be described 

as long term unemployed, given that Stats SA registered a total of around 9,6 million unemployed in 

the second quarter of this year, using the expanded definition of unemployment including discouraged 

workseekers.  

1.2 Reality: High, rising and structural unemployment: Even if we were to create jobs far faster than 

the current rate, we would face the continued reality of large numbers of unemployed having access 

to no, or very limited forms of income. 

The attached table 1 shows that there has been some employment creation between 2010-2018 –  

about 2.4 million jobs (albeit of low quality), after the massive job loss following the global financial 

crisis. But this is far below the rate of job creation needed to reduce unemployment. The numbers of 

unemployed in this same period rose largely because job creation didn’t keep pace with the growth of 

new entrants into the labour market.  As a result, unemployment rose from 7.4 million in 2010 to a 

total of 9.6 million98 in June 2018 – an increase of about 2.2 million people. 

So even if we had created double the number of jobs from 2010-18, i.e. 4.8 million jobs instead of the 

2.4 million net jobs created over this period, the absolute number of unemployed would have 

remained very high at the 2010 levels of over 7 million. This is a serious crisis. 

1.3 There is virtually no social protection for the adult unemployed: There is no social protection 

covering the vast majority of the adult unemployed, and social insurance schemes, mainly the UIF: 

• covers less than 10% of the unemployed99  

• only those who have worked previously, and contributed to the Fund  

• and over the short term – benefits for a maximum of a year.  

The EPWP and CWP also covers a relatively small proportion of the total unemployed. 

1.4 Youth and adult unemployment are both at crisis levels: There is a crisis of youth unemployment 

with 66% of youth from age 15-24, or 2.4 million youth, being unemployed. Large numbers of these 

youth should be absorbed in education and training. Many proposals are being made to address the 

plight of unemployed youth, particularly those from 15-25. It is extremely important to address this 

group. 

There is also a very serious challenge of adult unemployment, which must be addressed. A huge group 

of unemployed from ages 25-60, who are not covered by any form of social protection, or training and 

employment schemes. There are over 6.7 million adult unemployed between the ages of 25-54 

years100 – see table 2 attached.  

                                                             

97 Stats SA regards unemployment for more than a year as long term unemployment.  
98 Using the expanded definition of unemployment, including discouraged workers who have given up actively 

looking for work. 
99 According to the latest report of the Unemployment Insurance Fund for 2017, there were 675 000 beneficiaries 

in 2016/17, which represents around 7,5% of the unemployed. 
100 In quarter 1, 2018. The Brief will be updated to reflect figures from the 2nd quarter. [see QLFS 2nd Q p 41 
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This proposal therefore seeks to put in place a scheme which provides a safety net for the employed 

not currently covered by the UIF. 

1.5 We need major, high-impact interventions: It is generally accepted that social grants have been 

an important intervention in combating the worst forms of poverty. But a huge gap in our system 

remains: no coverage of the adult unemployed. As we show above, this is a crisis. 

A large-scale intervention, which will have a significant impact, is therefore needed in the short term. 

This can take one of two forms:  

1) the extension of the right to access public works employment, or the equivalent payment in the 

form of a grant, to all unemployed- which we call an employment guarantee scheme.  

 

OR 

 

2)  A grant which covers the adult unemployed- which we call a workseekers grant. 

 

These are being proposed for consideration as alternative schemes. Both are viable, and 

implementable in the short term, but each has its pros and cons. 

 

2. Proposals to address the challenge and how these could generate jobs 
 

2.1 The unemployment guarantee scheme:  

The Indian employment guarantee 

The Indian employment guarantee scheme is known as NREGA or MGNREGA. The Law guarantees all 

households access to 100 days of work per year – this has been effective since 2008. 

Employment must be provided within 5km of the applicant’s residence, and minimum wages are to be 

paid. If work is not provided within 15 days of applying, applicants are entitled to an unemployment 

allowance. 

An employment guarantee for South Africa 

The proposal is to introduce an Employment Guarantee Scheme (EGS) in South Africa along similar 

lines. 

Every household would have the right to apply and get access to 100 days of work per year on a EPWP 

or CWP, at the relevant minimum wage. 

In the short term, while the scheme is phased in and expanded, it is anticipated that a significant 

portion of applicants who could not be absorbed immediately into the scheme, because of lack of state 

capacity to employ everybody, would receive the equivalent monetary benefit. 

Considerable experience has been gained in the EPWP and CWP schemes, which could be used as 

building blocks for an employment guarantee scheme. Multiple challenges in these schemes should be 



Policy Brief 4.2: An Employment Guarantee Scheme 

 or a Workseekers Grant 

August 2018  

 

171 | P a g e  

 

evaluated in considering the impact of upscaling them, as well as the potential to refocus and realign 

them in a way which is conducive to building an EGS. A fair deal of research has been conducted which 

could provide the basis for such an assessment. 

Pros of the scheme: it allows for flexibility to absorb people as it grows, while extending income 

security immediately to the poorest households; it gives people access to some work experience101, 

and training; it builds on the experience of the EPWP and CWP. The poorest households select 

themselves for participation; and it is available in all localities, rural and urban; to youth; and to 

women; which counters people’s current marginalisation on the basis of geographical location or 

demographics  (unlike the current situation, where proximity to work opportunities, or access to child 

or old age grants, for example, are determinants). 

Cons of the scheme: requires capacity which still needs to be built; administration costs would be 

higher than a monetary grant; and it contains significant potential for corruption. 

2.2. The Workseekers Grant: 

A new workseekers grant would be introduced for all unemployed who don’t qualify for normal UIF 

benefits (including those who had previously received benefits, but have been unemployed for more 

than a year; and those who have never worked). It would be a special grant provided to all unemployed 

who are not beneficiaries of the UIF normal grant. 

The workseekers grant would aim to support the unemployed, raise household incomes of the poor, 

and assist unemployed people to enter the labour market. The workseekers grant could provide the 

first step towards a universal Basic Income Grant (BIG). It aims to provide the unemployed with a basic 

income needed to provide basic necessities and seek work. 

It is called a workseekers grant because it emphasises the importance of income assistance in the 

unemployed’s ability to seek work (which research shows is a significant barrier). But it should not be 

a conditional grant, as international research shows that conditionalities are both inefficient, and used 

to disadvantage the poor. The workseekers grant must be a right for all unemployed, just like CSG and 

SOAP should be, for young and old people. 

The existing social grants system in South Africa is relatively well developed, despite recent challenges, 

and provide the basis for the introduction of a workseekers grant. Once current administrative issues 

are resolved, electronic payment mechanisms will make the grant relatively simple and inexpensive to 

administer. Further, investigations, from the Taylor Committee of Inquiry into Social Protection, to the 

NDP, have recognised that the large gap which exists in the current social protection system needs to 

be addressed. 

The workseekers grant would be a flat amount, and could be structured in different ways, depending 

on different financing models, and scenarios. Because of the large numbers of unemployed it would 

need to cover, the workseekers grant would initially need to be a relatively small grant, but the aim 

                                                             

101 Although the evidence suggests that the experience and training received under the EPWP programmes 

needs major improvement. 



Policy Brief 4.2: An Employment Guarantee Scheme 

 or a Workseekers Grant 

August 2018  

 

172 | P a g e  

 

should be to align it to the old age pension over time. We assume here that beneficiaries would qualify 

for a flat amount per month (R1000) for 6 months a year, while unemployed. 

Pros of the workseekers grant: it would be relatively easy and cheap to administer, and would make 

our social protection system comprehensive, something government has committed to do for many 

years102, and be in line with the constitutional provision on social security. It would facilitate 

workseeking (evidence shows the unemployed cannot afford the costs of job search) and absorption 

of people currently discouraged in part because of lack of access to income. 

Cons of the workseekers grant: the workseekers grant doesn’t in itself give access to work experience, 

unlike the employment guarantee. 

3. Cost and financing options 
 

Initial calculations suggest that despite having a massive impact in terms of the numbers of people 

they would benefit, both schemes could be affordable and sustainable, and would directly cost in the 

range of R30-36 billion per annum from 2019 (calculations below).  

 

While substantial, this is not a huge amount, considering the high social and economic cost of the de 

facto exclusion of close to 10 million South Africans from the labour market. Indeed it is unsustainable 

to continue on the present trajectory, which threatens to lead to a social explosion. 

 

Detailed financial modelling would need to be undertaken, and would depend on the choices made 

for the two schemes in relation to the structure, level and period of benefits, numbers of beneficiaries 

etc. 

3.1 Scenario 1 – costs of an Employment Guarantee Scheme: 

Assuming 3 million of the poorest households (as identified in the census) apply for the scheme, 

qualifying for 100 days work at R100 p/d = 3 million x 100 x R100 = R30 billion p/a 

To this would have to be added the costs of administering the Employment Guarantee Scheme. This 

cost would be lower for those receiving the EGS as a cash grant, who would probably constitute the 

majority in the initial years, as capacity is built up to offer work in areas where people live. 

 

3.2 Scenario 2 – costs of a Workseekers Grant: 

Assuming that 6 million unemployed (excluding those over 60, and those benefiting from UIF already) 

apply for the grant, and that they receive R1000 p/m for six months, the cost of the Grant would be 6 

million x 6 x R1000 = 36 billion p/a 

Administration costs would be relatively low for the Workseekers Grant. 

                                                             

102 This commitment has been made in a number of documents starting with the White Paper on Social Security, 

the Taylor Committee on social protection, and culminating in the NDP.  
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The economic benefits of over R30 billion being spent in poor communities, and fiscal impact of 

increased revenue, still need to be modelled. But it is clear that either scheme would constitute a 

significant fiscal stimulus, which is solidly in line with the idea of a stimulus package announced by the 

President, as it would overwhelmingly benefit poor communities. 

3.3 Sources of funding I: Unemployment Insurance Fund 

It is proposed that the UIF contributes R15 billion p/a as a contribution to one of these schemes for 

the unemployed, to be reviewed after 5 years. This could be done without jeopardising the benefits 

of UIF contributors, or the stability of the fund. 

The UIF surplus should be devoted to directly assisting the unemployed, contrary to various other 

proposals which want to use the surplus for other purposes. 

The UIF is currently running a surplus of at least R138 billion103. The 2017 UIF report states that 

reserves (net assets) in 2016/17 were R133.3 billion, and total assets managed by the PIC were R138,95 

billion, indicating that in 2017/18 the surplus will certainly be over R140 billion. 

While there has been a recent extension of benefits, this is counteracted by the extension of the UIF 

to public servants, which boosts the fund because: public servants are relatively higher paid; and they 

are relatively stable compared to the private sector (and therefore contribute far more than they 

withdraw). 

According to the 2017 UIF report the investments of the fund surplus generate significant returns – 

R9.19 billion in 2016/17; and the annual contributions (R18.2 billion) outstripped benefit payments 

(R8.4 billion) by R 10 billion in 2016/17. This represents close to R20 billion, which would more than 

cover the proposed R 15 billion contribution of the UIF to the scheme. 

A contribution from the Fund would be a social solidarity contribution from workers and employers to 

the unemployed, as all employed workers, and all employers contribute 1% of workers pay to the UIF. 

There would be a positive feedback loop as more unemployed are absorbed in the labour market. 

The majority of low income workers would benefit from the rise in income in working poor households, 

which would create a significant boost together with the national minimum wage; and their 

communities more broadly would benefit from rising income and purchasing power ploughed into 

local economies. 

Clearly detailed studies would be needed, but available evidence suggests that a contribution of 

around R15 billion p/a from the UIF should be sustainable, and would make a major contribution to 

the establishment of whichever scheme is selected. 

This UIF contribution should be seen as a crisis intervention, and should be reviewed after five years, 

in the context of the impact of other measures to grow the economy, redistribute income, and create 

jobs. 

 

                                                             

103 Figure cited at the Jobs Colloquium by Neva Magketla. 
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3.4 Sources of funding II: the fiscus and solidarity taxes 

A set of solidarity taxes combined with the UIF contribution could comfortably cover the employment 

guarantee scheme or the workseekers grant, as well other critical jobs programmes which should be 

considered by the Jobs Summit. Despite claims of limited fiscal space, there is significant untaxed 

wealth in South Africa, and therefore space exists for social solidarity taxes, such as a wealth tax, which 

has now been firmly placed on the national agenda. 

These solidarity taxes could include the following- the additional revenue they could generate is 

indicated in the ranges drawn from various scenarios104- contained in brackets : 

• Personal Income Tax bracket for super rich (between R27-47 billion) 

• Wealth tax (between R32-130 billion) 

• Restructuring of Corporate Income Tax (between R4-43 billion) 

• Cutting tax breaks for the wealthy (dependent on how much the tax breaks are cut) 

A proposal which should be considered is to use these taxes to create a ringfenced solidarity fund, 

which could solely be used to benefit the working poor and unemployed, such as these proposed 

schemes for the unemployed, a properly funded national health system etc. The consolidated set of 

proposals for the Job Summit should look at a comprehensive package which could be financed by 

such a Solidarity Fund. Others in control of large volumes of capital such as the PIC should be requested 

to make a contribution to such a solidarity fund.  

More details on proposals for tax restructuring will be contained in a separate Policy Brief on taxation. 

4. Jobs impact 
 

In the event an employment guarantee scheme (EGS) is agreed, there would be a direct impact on 

employment, and an indirect impact. It is anticipated that in the short term, only some households 

would be provided with employment, as the employment programme would be upscaled over time, 

so the scale of employment would depend on how rapidly the EGS is rolled out. The balance of 

beneficiaries (who could not be absorbed immediately) would receive an equivalent payment of 100 

days work, as a grant, if they could not be accommodated within an agreed time (e.g. a month). 

 

The employment impact of a workseekers grant (WSG) would be more indirect, and relate to the 

stimulatory economic impact of the grant, and assisting unemployed, particularly long term 

unemployed access the labour market, afford transport to seek work etc. 

Either scheme would stimulate economic activity, including when the economy is facing 

contractionary pressures, providing a demand stimulus105; would promote local consumption and the 

                                                             

104 The detail of these calculations is contained in tax scenarios presented to the Parliamentary Finance 

Committee by the Institute for Economic Justice  

105 Modelling conducted on the impact of the national minimum wage clearly suggests the positive impacts of 

rising income in providing a demand side economic stimulus. 



Policy Brief 4.2: An Employment Guarantee Scheme 

 or a Workseekers Grant 

August 2018  

 

175 | P a g e  

 

development of local economies; raise incomes of poor households, and supplement wages of low 

income workers; and enable workseeking. Those on the employment guarantee scheme would receive 

some training which, if well designed, could assist with work experience. 

 

5. Constituency participation in implementation 
 

All constituencies would benefit from either scheme, are committed to comprehensive social 

protection, and therefore should be prepared to play a role in their implementation. Relevant 

government departments would need to play a lead role in implementing the employment guarantee 

scheme (e.g. DSD, DPW, NT) or the workseekers grant (e.g. DOL, DSD, NT). Social partners would play 

a key role in popularising these schemes and ensuring effective take-up. 

Because of their proposed financing, which draws on support from the UIF, and the fiscus, social 

partners, particularly business and labour, would need to agree on a financing model in relation to 

drawing on a ringfenced portion of the UIF; and an engagement with government on the balance to 

be drawn from the fiscus. Both sets of contributions should be seen as social solidarity contributions 

from the social partners towards the unemployed; as well as broader society, in the case of the fiscal 

contribution. 

Appropriate legislation would also need to be crafted. 

 

6. Risk mitigation 
 

A serious political discussion is needed amongst social partners, and all South Africans, on the scale of 

the unemployment challenge, and its threat to society; and the need for all social partners to make 

contributions to addressing the challenge. Government, particularly the Presidency, also needs to lead 

on expediting implementation of solutions, and ensure the full co-operation of government 

departments.  
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Appendices: An Employment Guarantee Scheme or a Workseekers Grant 

Table 1 New jobs plus rising unemployment 

 

Source: QLFS 

Table 2 Unemployment rate by age 

 

 

Source: QLFS 
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Stream 4, Policy Brief 3: Training Layoff Scheme 

Policy brief submitted to the Labour Caucus in the Jobs Summit Public and Social Programmes, Labour 

Market and Anti-Corruption Interventions working group by the Institute for Economic Justice (IEJ). 

Stream:  Public and Social Programmes, Labour Market and Anti-Corruption 

Interventions Stream, brief 3 

IEJ Collaborator: Simon Eppel 

   SACTWU 

 

1. Overview of the TLS 

The ‘Framework for South Africa’s Response to the International Economic Crisis’ introduced the 
Training Layoff Scheme (TLS), which still forms one of the tools that is available to South African 
workers and companies which are in economic stress. 
 
A layoff occurs when companies do not have sufficient internal work/ orders to keep all employees 
engaged in fulltime production. In such instances workers are then requested to stay at home, 
without pay until such time as orders may have returned to the company. The workers may also be 
threatened with retrenchment. A training layoff on the other hand occurs when the layoff period is 
used productively to train workers in a more diverse range of skills – so that workers have better 
skills and their company has the opportunity to move into more  specialized production, or improve 
production obstacles which may have existed previously. The ultimate goal is to create a sustainable 
future outcome for workers and their companies when regular work eventually resumes. 

 
The TLS is voluntary: the company, the workers and their trade union must agree to it. The key 
elements of the scheme are as follows: 

 
• the temporary suspension of work is used for training; 
• workers retain their employment contract and their length of service is not interrupted; 
• training can be flexible but it is preferably linked to the skills needs of the employer; 
• workers earn a training allowance equal to 75% of their salary; 
• the employer continues to carry the cost of a basic package of social benefits (i.e. disability 

and death cover, pension/ provident funds, unemployment insurance) 
 
During a training layoff, the State funds the costs of worker training for up to 6 months, and it also 
takes over payment for the workers’ effective salary (the training allowance) for the 6 month period. 
Companies qualify for the TLS if they are under threat of closure or in distress, and importantly if 
there is a good chance they will be sustainable after the short-term relief. Such companies must be 
compliant with tax and labour laws, bargaining council agreements, and must contribute to the 
SETA’s skills development levy. 

 
One of the instances where the TLS was used well was in 2011 at Colibri Toweling (Strand, Western 
Cape). The jobs of 300 workers were at risk and the company was put into business rescue. SACTWU 
worked hard with the business rescue practitioner to get Colibri onto the TLS. Production had 
stopped for months. Workers had been retrenched, some had quit, and others were sitting at home. 
Although Colibri had about 170 workers on their books at that time, only about 120 wished to 
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participate in the TLS. The company and SACTWU used the TLS strategically to train workers in new 
skills, and to gradually begin to increase production and re-enter the market. Today Colibri is still 
around and has now re-grown employment to 300 workers. 

 

2. Challenges with the TLS 

After some significant successes in its first few years, for the last 5 years or so the TLS has been very 
disappointing. It is plagued by problems which hamper the ability of trade unions to use the TLS to 
save the jobs of workers. The main problems have been that the TLS applications get frozen in 
unnecessary and enormous bureaucratic delays, and government simply does not treat the TLS as 
an urgent and priority intervention. The relevant government committees do not meet regularly, 
do not quorate when they do meet, and can take as long as a year to consider TLS applications. This 
inefficiency renders the TLS useless since it is too slow to benefit workers. 

 
For example, historically since 2010, SACTWU has ensured that 28 companies applied for the TLS and 
assisted for these companies to be approved by the CCMA. Yet of these companies, only 16 
companies actually completed the TLS in the end, and most of these successful interventions 
occurred in the first years of the TLS programme. The other 12 companies (which applied for the TLS 
in later years), pulled out of the TLS application process because of its inefficiencies. 

 
The problems with the TLS have given it a very poor reputation, and this means it is not easy to 
convince companies and workers to adopt the TLS as a tool to prevent retrenchments. This is 
evidenced by the fact that since 2010, SACTWU has proposed the TLS in most of the 500 instances of 
retrenchment which it has negotiated, involving about 15 000 workers. Yet only 28 companies have 
agreed to adopt it, and 16 have actually done so. Companies simply consider the TLS to be too risky 
to adopt: its lead times are so long that companies believe that if they commit to the TLS, they may 
actually increase their financial problems and eventually become insolvent. Hence the 
overwhelming majority of companies refuse to adopt the TLS, and workers’ jobs are lost rather than 
saved. 

 
These problems have been raised repeatedly over the years with senior DoL and UIF officials, and yet 
year-after-year no solutions have been found. Based on these problems, over the last year the 
matter has been elevated to the UIF Commissioner, the UIF Board, the Minister of Labour, the 
Parliamentary Labour Portfolio Committee, and other relevant Cabinet Ministers. The result is that 
Nedlac now has a task team, which is currently sitting, to resolve these problems. 
 

 
3. Proposals to Improve the TLS 

Negotiations to fix the TLS are ongoing in the Nedlac Task Team. Within the Jobs Summit we should 
therefore (1) ensure the Social Partners agree on the importance of the TLS as a tool to stem the 
loss of jobs, (2) agree that fixes to the TLS must quickly be determined and implemented so that the 
TLS becomes an effective and efficient weapon to save workers’ jobs, and (3) instruct the Task Team 
at Nedlac to complete its work in time for the Jobs Summit in mid-September 2018. 

 
From our side as Labour in the Jobs Summit, it is worth noting that Labour’s representatives in the 
Nedlac Task Team are pursuing the following goals, amongst others: 
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On the legal framework:   

The TLS lacks the appropriate mechanism to give it leverage over companies. Currently companies 
can simply ignore the TLS as an option during S189 negotiations. We believe a mechanism must be 
created which makes the TLS compulsory in S189 negotiations, and which stops the S189 while the 
TLS is being pursued. The following proposals have been tabled by Labour: (1) the Scheme should 
be considered as compulsory in a section 189A process instead of a voluntary process; and (2) legal 
entities (CCMA, SETA and UIF) should be legally bound to manage, monitor and evaluate the impact 
of the scheme. 

 
Managing the TLS: 

The TLS is too bureaucratic and cumbersome with regard to the administration, implementation and 
payment. The scheme should be simplified (for example duplication of information requested 
frustrates the application process and should be done away with) and the turnaround time – from 
application to implementation – should be drastically reduced. Labour has proposed that one 
institution should be responsible for the TLS, and this should probably be the CCMA with inputs from 
government, employer representatives and Labour representatives. We have proposed that the TLS 
committee should have an independent Chairperson (possibly a retired senior government official 
or CCMA Commissioner or someone similar) who can devote their time to it and who can report to 
government when officials are not doing their work. They should report to the DG of Labour of EDD. 
Twice a month meetings should take place where final implementation decisions are taken. We 
have also proposed that the turn-around time should be a maximum of 20 working days (roughly 
one month). 

 
On the training allowance:   

Labour has proposed that the training allowance for workers be increased from 75% of the wage to 
100%. 

 
Linking the TLS to the sustainability of factories:   

It has been proposed that the SETAs must work parallel with other training entities (example, 
Productivity SA) and look beyond skills training to help make companies more sustainable, since a 
large number of companies which undergo the TLS actually close in the end. In addition, we have 
proposed that the TLS duration period to be extended (possibly to a 12 month period) in the event 
that companies need more assistance. 

 
Securing funds within the SETAs  

The TLS is not currently part of the service level agreement between the SETA and DHET. As a 
consequence there is no budget allocated for the scheme in the discretionary grants of the SETAs. 
Labour has proposed that the TLS be incorporated in the SETA Strategic Plans, securing additional 
funds for the TLS. 
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 Stream 5, Policy Brief 1: Skill Formation 

Policy brief submitted to the Labour Caucus in the Jobs Summit Skills and Education working group by 

the Institute for Economic Justice (IEJ). 

Stream:   Skills and Education, brief 1 

IEJ Collaborator: Stephanie Allais 

Centre for Researching Education and Labour, University of the 

Witwatersrand 

    

1. Identification of problems  

 
Education and training cannot create jobs. Supply does not create its own demand. Nonetheless, there 

are aspects of the education and training system which should be strengthened or changed in order 

to support job creation and the development of quality jobs. All of these could have indirect, but 

nonetheless important impacts on short and medium job creation. It is well known that our education 

and training system has many serious problems, and also that it has been slowly improving. This brief 

focuses on three key areas for intervention with short or medium term implication for job creation:  

 

1. The complex regulatory environment of the skill formation system, with a duplication of 

institutions, projects/approaches that are sometimes duplicating each other and sometimes 

contradicting each other, and regulatory requirements that absorb time and money from all 

stakeholders.  

2. The weaknesses of TVET colleges, and their lack of capacity to produce the skills required by 

industry.  

3. The weakness of our general education and training system. There are many problems here, 

some of which are being addressed by the Department of Basic Education. Only two problems 

are therefore identified here:  

a. The almost complete lack of educational provision for adults and young people who have 

not completed school or have completed school with weak learning outcomes. This is 

seen as an important focus because these are the people we are trying to funnel into the 

labour market. Poor language and numeracy skills are frequently cited as a problem by 

employers. The need for post school education outside TVET and higher education is huge. 

Provision other than through universities and TVET colleges is currently tiny, fragile, and 

extremely limited. There are more than 18 million people of different age groups with 

varying levels of education below the National Senior Certificate in need of education and 

training, but few options for them at the moment. This includes more than three million 

youth aged 15–24 years, and 4.4 million aged 25–34 who are not in education, employment 

or training (NEETs) (StatsSA, 2016), who, together with those in rural areas, form the most 

marginalised. 

b. The weak provision of ECD which undermines success at school. While massively increasing 

the quantity and quality of ECD would have medium, and not short term outcomes for 

improvement in schooling, it is mentioned here because not only is this medium term 
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educational goal worth pursuing, but also because it could have massive employment 

implications for unemployed people who can run ECD centres and teach and care for young 

children in them.  

 
2. Previous agreements by social partners to address the issues: shortcomings & gains  

 

2.1 The regulatory environment  

Social partners have agreed, through NEDLAC, to a set of proposals that will streamline and simplify 

the SETAs in terms of their structures and roles. This agreement is too recent to evaluate—it has yet 

to be really implemented. However, it does not go far enough in simplifying the mandate of the SETAs 

nor in reducing duplication and unnecessary regulation. 

2.2 Relevance and quality of TVET colleges 

The NSDP addresses this imperative in terms of funding through the fiscus. 

The DHET plan for the Post School System highlights the need for colleges to offer occupational 

programmes.  

2.3 Building options for out-of-school youth 

There is agreement re second chance matric as well as community education. 

2.4 Building early childcare  

While there is general agreement on the importance of early childcare, provision is very patchy and 

the majority of children are not enrolled.  

 

3. Proposed approaches and proposals 

 

3.1 The regulatory environment  

The streamlined focus of the SETAs should be identifying the major skills gaps, and supporting the 

funding and development of learning programmes to address those gaps.  

The National Skills Authority should be dis-established. It has the same stakeholders as NEDLAC. There 

is no need for two structures to negotiate on skills issues. Every institution that is duplicated increases 

complexity and rules, and reduces effectiveness.  

The HRDC must be dramatically simplified and given a simple and clear mandate to identify blockages 

and coordinate across stakeholders, or it should be disbanded. There are various areas where there is 

duplication across the system—and if the HRDC can eradicate these, and ensure better coordination 

first across government and then between government and stakeholders, then that is a useful role for 

it. But at the moment it is mainly creating more duplication and more complexity, instead of 
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coordination and simplification. This could include better coordination between DHET and DBE on 

vocational education and training, as at the moment they are not pulling in the same direction.  

TVET qualifications must urgently be simplified and strengthened as per the recommendations of the 

DHET draft national plan for the Post-School System.  

Requirements for business must be simplified wherever possible. For example, the requirements for 

workplace experience should be simplified to a few simple criteria and expanded beyond YES.  

 

3.2 Relevance and quality of TVET colleges 

A major focus for TVET colleges should be on reconnecting colleges and industry. From companies, 

this could include:  

• Companies determining which programmes they need and considering which aspects of this 

provision could be provided by TVET Colleges (based on the TVET colleges in their surrounds and 

their existing capacity). This could include theory or in some cases practical training (where 

resources are in the colleges) 

• Companies should support the process of defining selection criteria into these programmes and 

ideally should play a role in this process. 

• In the medium term companies should commit to supporting these colleges with respect to 

lecturer development. 

In turn, DHET must: 

• Explore concrete mechanisms for enabling accountability (such as making it clear who companies 

go to if college do not meet their commitment) and for developing the capacity of colleges to 

enter these partnerships.  

• Ensure that mechanisms for funding are put in place so as to enable funding from the fiscus and 

the levy to both support the implementation of occupational programmes (as outlined in the 

National Skills Development Plans) as well as generic trade preparation programmes (which 

includes an introduction to handtools as well as work readiness). 

• Reorganize conditions of college lecturers and the college calendar to ensure that learner 

selection can be effectively managed and that lecturers can attend WIL and other training offered 

through partnerships, and that more flexible offerings can be provided.  

• Review and monitor the impact of these different initiatives for the long term sustainability of the 

system. 

In the short to medium term, this will entail DHET taking more direct responsibility for colleges, and 

not assuming that under-capacitated college councils can address all these challenges. More 

autonomy can gradually be built in the medium term, although exceptions can be made for colleges 

with clear capacity. DHET has strong and viable proposals for improving the colleges in the draft 

national plan for the Post School System, which should be implemented.  

Other government departments—perhaps through the HRDC—should ensure that the needs of 

industrial policy are clearly understood by the DHET, and that college priorities are aligned with these. 
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Funding through the new financial aid scheme must ensure that higher education and TVET priorities 

are aligned.  

 

3.3 Building options for out-of-school youth (including second chance matric, occupational 

qualifications, and short skills programmes) 

The DHET has a set of excellent policy proposals about community colleges. They are envisaged as 

opening up diverse life-long learning opportunities for individuals and communities within a 

community context, so that they can improve their quality of life, progress into other post-school 

institutions, improve chances of finding work, and start and sustain businesses. The purpose of 

community education and training is to offer a range of education and training opportunities to adults, 

including young people who are not in education, training or employment. These offerings will take 

place in community-based institutions, will include both formal and non-formal opportunities, and 

will, as far as possible, meet the learning aspirations of individuals and communities in a wide variety 

of areas. 

The main recommendation is to ensure that this proposal is IMPLEMENTED. We must have a 

community college presence in every district municipality by 2030. We don’t need more proposals, 

but we do need directed funds and other resources—addressed under section 5.  

 

3.4 Building early childcare  

DBE and Social Security should be focusing on training and employing the unemployed women who 

look after young kids. That would provide direct employment and education to women, at the same 

time as providing children with the skills they need to be school ready. Good pre-primary education 

is a major contributor to school success. Training people to run ECD centres and to teach in them 

would also bring people, predominantly women, into paid employment, with many positive spin offs.   

4. Policy change  

 

In all four areas, the proposals do not require major policy change, but rather, implementation, and 

simplification where possible. Abolishing institutions is one area of potential policy change.  

 

5. What financing is required, and proposed source of funding 

 

5.1 The regulatory environment  

No additional funding needed; the proposals are about maximizing the funds in the skills regulatory 

environment.  

5.2 Relevance and quality of TVET colleges 
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No additional funding needed; the proposals are about improving relationships including reorganizing 

management of institutions in ways that could save funds.  

 

5.3 Building options for out-of-school youth 

The National Skills Fund must inject a massive amount of funds into building the community college 

sector. The NSF was set up to fund training for unemployed people and this would be within its core 

mandate. The approach must be one of institution-building—this sector has been the hardest hit by 

the contractual model that has dominated the skills system. Other government departments should 

also contribute to this crucial endeavour—through local government budgets as well as other areas 

that need skills development. 

 

5.4 Building early childcare  

Community colleges, working with universities, should offer training for ECD practitioners. This funding 

can come from a range of government departments.  

 



   

  

 

 

 

 


